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The Meaning of 2 Per Cent Money 


Cheap Money Rates Expected to Prevail for Several Months. 
Why the Farmer and Merchant in the Country Can Not 


Borrow at Call Money Rates. 


Lower Charges Due to Slacken- 


ing Demand for Commercial Loans. Why Funds Are Abundant 


HEAP money continues. 
“‘Call money’ was offered at 
2 per cent yesterday in New 
York. 

“The New York Federal Reserve Bank’s 
re-discount rate is the lowest for any cen- 
tral bank in the world. 

“Money is more plentiful than at any time 
since the pre-war period. 

“In the money market today call money 
was at 2 per cent. Other quotations were: 


90 Days 4Mos. 6 Mos. 
3 3% 
Comm. paper 
(best known 
names ) 


3%4-3H% 


The frequency with which these state- 
ments have found repetition in the daily 
press indicates pointedly that “cheap money” 
holds a commanding positiou today as the 
outstanding matter in the current American 
banking and business situation. And there 
are many signs that the “cheap money” pe- 
riod may prevail for six months or more. 


What Is Cheap Money? 


UT the meaning of “cheap money” is a 

bit obscured when the average outsider, 
going to his banker for a loan, is told that 
he must pay an interest rate of from 6 to 
8 per cent for the use of the money. The 
farmer in the Middle West waxes wrath- 
ful when he reads that money was offered 
at 134 per cent for use on the New York 
Stock Exchange, while he is asked to pay 
up to 8 per cent for a loan until he can 
sell his wheat next fall. The cotton planter 
in the South wonders why, with money more 
plentiful than the time when the Kaiser’s 
gray-clad minions poured across the Bel- 
gian border, he must pay just as high a 
rate of interest as then. The city mer- 


chant, with an established bank credit and 
a good reputation, wants to know why the 
“best known names” in New York can bor- 
row for six months at 3% and 334 per cent 
when he can obtain no such terms. 

Just where—they ask—is the “catch” in 
this 134 per cent money proposition. Why 
should business in New York be able to 
borrow at this lower rate? What is the 
justification for such a difference in inter- 
est rates? 

These questions, addressed to Francis H. 
Sisson, vice-president of the Guaranty Trust 
Company, brought forth the following re- 
sponse : 

“Interest rates are governed by the law 
of supply and demand@. Just now there is 
an abundance of loanable funds—and so the 
rates have dropped to the present low levels. 
When the demand for funds grows greater, 
interest rates will go up. At the present 
time the banks have more money than they 
can keep busy in commercial loans, so, rather 
than keep this surplus money idle, they are 
willing to ‘rent’ it out for a smaller hire. 

“But if the farmer, or merchant, out in 
the country thinks that money, under the 
same terms that he borrows from the bank, 
can be obtained in the New York market 
at 134 or 2 per cent, he is, of course, un- 
familiar with the situation. A loan of ‘call 
money’ is in no way comparable to the usual 
loan that a farmer, or merchant, obtains 
from his own bank. ‘Call money’ is money 
loaned, subject to demand for immediate 
payment. Whereas the country bank will 
lend a wheat or cotton grower $2,000 for 
ninety days, or nine months, and he can 
rest assured that no demand will be made 
for payment until the date of maturity, the 
borrower of ‘call money’ may lend it today 
and demand the return tomorrow. The de- 
cree of custom is a day’s notice. 

“In view of this short notice, it is essen- 
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tial that the collateral securing the loan be 
readily marketable. Therefore, the banks 
making ‘call loans’ require the borrowers 
to put up as securities bonds and stocks 
listed on the New York Stock Exchange. 
These can be sold at any time during the 
trading hours and converted immediately 
into cash to meet the ‘call loan.’ ‘Call money’ 
represents funds which are surplus for a 
short while and which may be needed at any 
time. Therefore, the banks cannot make 
loans for any extended time. But, inasmuch 
as the lender can reclaim the money on one 
day’s notice, he is able to loan out these 
funds at rates of interest which are generally 
lower than the prevailing commercial rates. 
They are not always lower, however, for 
‘call money’ has gone as high as 30 per 
cent. 


The Short Notice 


“B UT what good would a $2,000 loan do 
to a farmer if he never knew what day 
the bank would call it in? A merchant would 
not like to borrow money on these condi- 
tions, regardless of the rates of interest. Be- 
sides the money supply interest rates are 
determined by such factors as the character 
of the collateral, the quality of the signa- 
tures, the length of the loan and the market- 
ability of the paper. 

“Nearly every bank in the country has 
its New York correspondent, with which it 
carries a balance. The New York banks 
perform many services for the out-of-town 
banks, handling foreign exchange operations, 
honoring their New York exchange drafts 
and discounting some of their paper, which 
is good but not eligible for re-discount by 
the Federal Reserve banks. In the case of 
the state banks the law permits them to 
count as part of their reserves balances 
carried with the correspondent banks. There 


@ @ || 
| 
HE | | 
| | aly 
HE 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL 


are several national banks in New York 
which act as correspondents for between 
5000 and 6000 banks. These balances are 
generally referred to as secondary reserves 
—funds to meet emergencies which may arise 
—and are the source of the greatest part of 
the funds available for ‘call loans.’ 

“It is by virtue of this banking arrange- 
ment that money is available at these low 
rates. The New York banks pay interest 
on these balances. The rate is automatically 
fixed by a rule of the New York Clearing 
House Association, which has drawn up a 
schedule of maximum interest rates. If 
the re-discount rate of the Federal Reserve 
Bank is 2 per cent or less than 2% per cent, 
a bank cannot pay more than 1 per cent 
on the credit balances. A sliding scale de- 
termines the interest rate when the re-dis- 
count rate goes higher. With a 3% per 
cent re-discount rate in effect the banks 
can pay a maximum of 13% per cent. 

“Prime commercial paper commands a 
rate that is normally nearest to ‘call money.’ 
This paper of the ‘best known names’ is the 
notes of manufacturers and merchants of 
unquestioned standing, marketed through 
brokers who have the best facilities for se- 
lecting the most reliable makers. The notes 
are not immediately liquid, but afford a 
good field for the investment of surplus 
funds that a bank does not need in its 
commercial operations. Because of its safety 
and the fact that it is generally for a short 
term, the banks are willing to pay a lower 
rate of interest than is charged on the ordi- 
nary commercial loans. For there are times 
when the banks in certain sections of the 
country have a large portion of their funds 
idle, due to the seasonal demands for credit, 
and desire to keep them busy for this pe- 
riod. The prime commercial paper rates 
are generally %4 to % of 1 per cent lower 
than those governing the ordinary com- 
mercial loans.” 


Why Commercial Loans Are 
Lower in New York 


6691D UT, even so,” it was remarked, “the 

New York commercial loans are 
generally lower than those in other parts of 
the country. Why is this so?” 

“The essential thing to the banker is the 
‘spread’,” Mr. Sisson continued, “the differ- 
ence between what he pays for the money 
and the rate at which he loans it out. If 
a bank can get money at 2 per cent, it will 
make just as much profit by lending it at 
4 per cent as it would if money, which cost 
4 per cent, were put out at 6 per cent. Thus 
the rate charged is primarily fixed by this 
consideration, and it accounts, in a large 
measure, for the different interest rates which 
prevail over the United States. Banks in 
some sections have to pay a higher rate on 
savings accounts and time deposits. They 
give correspondent banks a greater return 
on their balances. After all, it comes down 
to the question of the ‘spread’. 

“Borrowers in the New York market deal 
in larger volumes of money, and naturally 
they get what might be called a ‘whole- 
sale rate’ on their ‘wholesale borrowings’.” 

“What has brought about this period of 
‘cheap money’?” was asked. 

“Various factors have operated in produc- 
ing this situation,’ Mr. Sisson replied. “The 
most important has been the continued flow 
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of gold imports and the increase in bank 
reserves. At this time of the year there is 
the spring and summer reaction that comes 
with the seasonal slowing down of business. 
In some lines, such as the textile industry, 
there is a positive depression. This has re- 
duced the demand for loanabie funds and 
tended to bring about lower money rates. 

“A glimpse at the loans and discounts as 
reported by the Federal Reserve member 
banks shows strikingly that there has been 
no such expansion of bank loans in the 
first half of 1924 as was witnessed during 
the same period of 1923. The low point 
in loans and discounts this year was $1l,x 
857,000,000 on Jan. 23, and the high point 
was $12,121,000,000 on April 30. The cor- 
responding high and low figures last year 
were $11,387,000,000 on Jan. 24, and $11,- 
986,000,000 on April 2, respectively. While 
the maximum this year exceeds that of the 
first half of 1923 by $135,000,000, the ex- 
pansion in 1923 was twice as large as this 
year. This fact suggests the extent to 
which the abundance of loanable funds now 
is due to the heavy imports of gold, which 
widened the basis for credit operations at 
a time when the demand for credit was 
falling off. 


Long Time Bonds Floated 


(zs NOTHER important factor in the sit- 

uation is the fact that easy money and 
a good security market have made it possible 
for many concerns successfully to float bonds 
and stock issues, thus enabling them to pay 
off their bank loans and turning more money 
back into the banks. The government has 
reduced its interest-bearing debt during the 
fiscal year nearly $1,000,000,000, thus releas- 
ing this large amount of money and send- 
ing it out in quest of new employment. 
Thus it has produced a situation where 
there are more dollars looking ‘for work 
than there is profitable work for the dol- 
lars. Rather than remain idle, the dollar 
has accepted jobs at a lower rate of pay.” 

“How long do you think the ‘cheap money’ 
rates will obtain?” 

“A general impression seems to prevail 
that rates will continue low until the seasonal 
demands of the fall and the final disposition 
of the political campaign give business a 
new impetus and expand the use of loanable 
funds,” Mr. Sisson said. “The foreign sit- 
uation may also affect the market mate- 
rially, for further progress toward the ac- 
ceptance and operation of the Dawes plan 
is expected to stimulate business activities 
and investment opportunities abroad. This 
would attract American funds, because money 
commands higher rates there than here. It 
is possible that a German loan, floated with 
proper security, might bring about the in- 
vestment of many millions of American dol- 
lars seeking a profitable return.” 

With the lessening demand on the part of 
commercial interests for bank loans, the 
character of bank operations has changed. 
Some of the far-seeing bankers flagged the 
days of cheaper money and invested their 
idle funds in bonds, which rose in value as 
the interest rates dropped. One New York 
bank, it is reported, will make more than 
a million dollars by the sale of the securi- 
ties at the enhanced prices, and it is more or 
less true that all banks, which had surplus 
funds available, followed the same course. 


With the decline of the “call money” rate 
the banks are, of course, realizing a smaller 
return on the balances which they maintained 
with their correspondents in New York 
Boston, Chicago, New Orleans and St. Louis. 
where the clearing house associations have 
adhered to the sliding scale of interest rates 
based on the Federal Reserve re-discount 
rates. 


The Shifting of Balances 


i Philadelphia, Pittsburgh, Cleveland, Buf- 
falo and other cities, however, the clearing 
houses do not have such a rule and, in some 
cases, the banks are paying a higher return 
on the balances than is paid in the five big 
money centers. While the full facts are not 
available, there have been reports of shifts 
in the location of the balances, due to the 
desire of the out-of-town banks to get the 
highest return on their secondary reserves. 
Largely as the result of conditions which 
prevailed before the reduction of the Fed- 
eral Reserve Bank’s re-discount rates from 
4% to 4 per cent when the open market 
quotations had fallen so far below the 414 
per cent level that the banks could earn little 
profit on money, the New York Clearing 
House Association, early in July, voted to 
divorce the maximum rates of interest to 
be paid by member institutions on various. 
classes of deposits from the re-discount rate. 
Under the new order, the old schedule ot 
maximum interest rates which may be paid 
is retained, but the change in rates is made 
discretionary rather than mandatory. 

It is possible that other cities, which have 
had a system patterned on the New York 
rules, may follow the lead. Under the new 
order, the Clearing House Committee is 
vested with authority to take action after 
notice has been received of a change in the 
Federal Reserve re-discount rates. 

It is understood that there was another 
reason for the change. By linking the maxi- 
mum interest rate with the rediscount rate 
the Clearing House rule created a situation 
which tended to bring pressure upon the Fed- 
eral Reserve Bank to lower its rediscount 
charge. This was regarded as an undesirable 
feature because it was felt that the bank 
ought to be free from any outside pressure. 

During the past two years there has been 
a striking increase in the volume of time 
deposits in relation to the demand deposits. 
With the slackening in the demand for com- 
mercial loans and the lower rates at whicl> 
the banks can lend money, it is imperative 
that the funds be invested so as to bring 
a steady and ample return. One of the rea- 
sons for the gain in time deposits, according 
to the view of Governor Crissinger of the 
Federal Reserve Board, is the desire of the 
bank to convert demand deposits into time 
deposits, so that the reserves, which the banks 
have to maintain, may be reduced. The 
“cheap money” rates have tended to stimu- 
late the further conversion of demand into 
time deposits. 


Ts decline in factory employment that 
became marked in April was still more 
pronounced in May. A reduction of 4 per 
cent was reported by both the New York 
State and Federal Labor Departments, which, 
added to the previous month’s decline, makes 
the largest decrease in employment since 
the end of 1920. Since a year ago, the de- 
crease has amounted to about 11 per cent. 
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Opportunity for Fiduciary Business 
Under New Revenue Act 


By JAMES DUNN, JR. 


Vice-President, Union Trust Company, Cleveland 


Some Defects in Act Which President Coolidge Regards as Only 


Temporary Measure. 


Introduction of New Feature Widens 


the Fields in Which Banks May Serve. High Estate Taxes Should 
Be Incentive to Men of Wealth to Establish Trust Agreements. 


RESIDENT COOLIDGE, in com- 

menting on the Revenue Act of 1924, 

very wisely analyzed his acceptance 

of its provisions and the reasons 
therefor. It was acceptable only because it 
was better than no new law and especially 
because it carried with it the 25 per cent re- 
duction for taxes payable in 1924—a pro- 
vision eagerly desired by the tax-paying 
public. The President fully realized the 
danger in agreeing to some of the provi- 
sions; and it is my belief that he will dili- 
gently strive to carry out his promise: that 
the revenue act is simply a temporary one. 
The remarks credited to him in the state- 
ment which accompanied the signed bill show 
clearly that, from a financial standpoint, he 
realizes the situation; especially was this true 
in his discussion of tax-exempt securities 
and confiscation of capital. 

There is no question but that investment 
in tax-exempt securities is working a hard- 
ship upon the small taxpayers and depleting 
reserves for active operations of industrial 
enterprises, which ordinarily would consti- 
tute active banking business. In other words, 
the investment in these s2curities not only 
avoids income tax, but it causes heavy with- 
drawals from banking institutions to whom 
industry looks for help in time of need. 
The ready market for these tax-exempt se- 
curities, which are now issued at the rate 
of about $1,000,000,000 per year, encour- 
ages extravagance in the administration of 
states and their subdivisions—a fact which 
is readily ascertainable by investigating any 
locality where, I am sure, would be found 
extravagant use of funds in elaborate school 
buildings or other improvements. These im- 
provements—mostly far in excess of require- 
ments—place a burden upon their own resi- 
dents, as the interest on the bonds must be 
paid, as well as a sinking fund maintained. 
Thus, while the desire of Congress was to 
tax the rich man, they force him to withhold 
his money from business activity, so that he 
may be free of tax, and place indirectly 
upon the farmer and owner of homes the 
burden of taxation. 


Tendency Toward Confiscation 


lie addition to this problem, the increased 
inheritance tax is a tendency toward 
the government confiscating the form of 
taxation that belongs legitimately to state 
government. The President’s suggestion— 


calling a conference of taxation officials 
from the different states for cooperation in 
the adjustment of taxes—is one that is highly 
commendable. Financial institutions should 
be interested in such a conference, as the 
equality of tax distribution would be the 
first step toward a normal condition. A re- 
turn to this situation would be beneficial to 
the prosperity of the government, thereby 
favorably affecting not only the financial in- 
stitutions—which are the stalwarts of ad- 
vancement—but also the various grades of 
beneficiaries. 

Another objection to the new revenue act 
presented by the President was the question 
of publicity, which is a serious one ang 
should be corrected; not the mere fact that 
the name and address of the taxpayer and 
the amount of tax paid is posted, but espe- 
cially the requirements of the appeal board, 
which are—that all matters should be 
printed and published. And his remarks in- 
cident thereto are very apropos: “The result 
will be greater delay in the financial set- 
tlement of tax cases and may ultimately 
result in the complete breakdown of the 
administrative machinery for the collection 
of taxes.” The President closes his state- 
ment with the following: “The correction 
of its difficulties may be left to the next 
session of Congress. I trust that a bill less 
political and more economical may be passed 
at that time. To that end I shall bend all my 
energies.” 


Opportunities to Serve 


EF; the administration of any tax law, 
banking institutions are important factors, 
inasmuch as the demands of a tax law reach 
to every department of a bank in some way; 
not only is this true in the handling of their 
own corporate affairs and items for which 
they are trustee, but for the benefit of their 
customers who today, moré than ever, are 
reaching out for service. Service is the key- 
note te a successful banking institution, and 
nothing reaches the heart of their customers 
better than assistance rendered in taxation 
matters. The reason for this is obvious, as 
it is satisfying a “favor asked” instead of 
one by way of direct solicitation. A bank- 
ing institution, alive to its opportunities for 
betterment of service, fully realizes this 
importance; and it will do no harm to again 
reiterate the fact that the effect reaches to 
every department of the bank. 
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Outside of the necessary knowledge 
in the handling of the corporation fea- 
tures of the revenue act and the various 
requirements incident to trust agreements and 
accounts, there comes directly the opportu- 
nity to serve as fiscal agents in the making 
of reports on account of taxes withheld at 
source and dividends paid. There are also 
the stamp tax provisions to be carefully 
watched—a fact evidenced by the relief under 
the new law which eliminates the require- 
ment for a 2-cent stamp per hundred on 
notes and which became effective July 3, 
1924. The tax-free covenant bond rulings 
and the withholding of tax for non-resident 
aliens naturally attracts the attention of the 
banking department through its tellers and 
auditors, as well as the corporate trust de- 
partment, in the handling of exemption cer- 
tificates. Service can also be rendered 
through the travel department by assistance 
in obtaining passports; and in addition to 
this, the publicity department can be bene- 
fited by obtaining articles and views of 
prominent men, especially in Washington, 
where the bank’s representative gains a 
valuable acquaintance. 

In addition to these direct necessities for 
familiarity with the revenue act, the bank- 
ing institutions have to meet the requests for 
information from their customers along va- 
rious lines, such as the real estate depart- 
ment—in the matter of sales, the bond de- 
partment—in the matter of investments, the 
credit department—in reorganizations and 
proper balance sheets, and the official staff— 
in the general knowledge of the handling 
of business matters, so that they may not be 
in utter disregard of the taxation law. It is 
true that nothing offers more distress to 
corporations and individuals than the taxa- 
tion law, especially at the time of a prospec- 
tive sale or a profitable business transaction; 
and the banking institution that can meet 
and relieve this distress quickest natur- 
ally acquires an appreciation which is not 
only effective as far as the customer is con- 
cerned, but his good will boosting qualities 
reach to untold sources of future business. 

The changed provisions incorporated in the 
new act, knowledge of which is necessary to 
give to our friends the proper information, 
are the following: 

One of the big advantages to the individ- 
uals brought out in the new act is the fact 
that a married man, or head of family, is 
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now entitled to an exemption of $2,500, no 
matter how high his income may be. This 
will relieve inquiries to a great extent, owing 
to the fact that it is all one amount and 
not one that changes at a certain figure. 

The surtax feature has been reduced slight- 
ly, but as cited above not to the advantage 
of prosperity. In fact, the surtaxes paid 
by individuals for 1923 are less than sur- 
taxes that will have to be paid by the 
same individuals on the same amount in 
1924. This peculiarity is due to the fact 
that a 25 per cent refund is granted for 
the year 1923, which naturally brought the 
net amount of tax paid for that year to a 
lower figure than it will be in the coming 
year. 


Capital Net Gain and Capital 
Net Loss 


NDER Section 208 of the new Revenue 

Act in connection with the taxation of 
capital net gain at a maximum amount of 
1214 per cent, one of the new provisions 
added is in connection with losses. 

A taxpayer who derives a capital net loss 
may elect, for the purpose of computing his 
correct tax liability under this section to 
first compute his tax on his ordinary net 
income at the regular rate and deduct from 
the tax so arrived at 12% per cent of the 
amount of the capital net loss, but the tax 
computed in this manner shall not be less 
than the tax liability computed in the regular 
manner on his ordinary income less the 
amount of the capital loss. 

The following examples are given to elu- 
cidate the various forms in which this sec- 
tion of the law is to be handled: 

“A” has an ordinary net income as fol- 
lows: Salary, $20,000; rent, $20,000; inter- 
est, $30,000; dividends, $50,000; total in- 
come, $120,000. He also derived a capital 
gain from the sale of stock held for a period 
of two years or more in the amount of 
$75,000 and sustained a capital loss from 
the sale of other securities in the amount 
of $25,000, making a capital net gain of 
$50,000. His total net income from all 
sources is, therefore $170,000, on which the 


tax would be computed as follows: 
Ordinary income $120,000.00 


Less exemption $2,500 
Less dividends 50,000 


Amount subject to normal tax 


$ 4,000 at 2% 
4,000 at 4% 
59,500 at 6% 


160,00 
3,570.00 


$ 3,810.00 


24,420.00 
Total tax .. $28,230.00 
Less 25% credit on earned income up to 
$10,000 55.00 
$28,175.00 
6,250.00 


Total normal tax 
Surtax on $120,000 


Balance of tax on ordinary income... 
Plus 124%% of capital net gain 


Total tax liability "$34,425.00 


If in the above, the taxpayer had the 
same ordinary income of $120,000, and in- 
stead of having a capital gain of $50,000, 
sustained a capital net loss of $50,000, the 
following would apply: 

The tax computed in the regular manner 
on his ordinary income amounts to $28,- 
175, against which he is entitled to deduct 
12% per cent of his capital loss of $50,000, 
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or $6,250, making his correct tax liability 
$21,925. 


Under the Act of 1921 


HIS last provision in connection with 

capital losses is changed from the revenue 
act of 1921 in that it was possible under 
the old law to apply the capital net loss 
against the ordinary net income and compute 
the tax liability in the regular manner of 
the entire net. 


As an illustration, if this were still pos- 
sible, the taxpayer’s ordinary income being 
$120,000 and his net loss $50,000 would make 
him a net income of $70,000. The tax lia- 
bility computed in the regular manner on a 
net income of $70,000 in this case would 
amount to only $8,535. This large difference 
in tax is due to the fact that under the old 
law it was possible for a taxpayer sustaining 
a capital loss to apply this loss against his 
ordinary income at the highest rate, and 
consequently receive a greater benefit than 
12%4 per cent of the amount of the loss. 


The examples above clearly set forth the 
ways in which the tax liability is computed 
in cases where the capital net gain provision 
and capital net loss provision would apply, 
but in certain other cases this would not 
apply, and the following illustrations are 
given for the purpose of applying these con- 
ditions. 

“A” has an ordinary net income as fol- 
lows: Salary, $5,000; interest, $5,000; divi- 
dends, $10,000; total income, $20,000. He 
also derived a capital gain from the sale 
*of stock held for a period of two years or 
more in the amount of $10,000 and sustained 
a capital loss from the sale of other securi- 
ties in the amount of $5,000, making a capi- 
tal net gain of $5,000. 


His total net income from all sources 
is, therefore, $25,000, on which the tax would 


be computed as follows: 
Ordinary income $20,000.00 
Less exemption 
Less dividends 

12,500.00 


7,500.00 


$80.00 
140.00 


$220.00 
220.00 


$440.00 
12.50 


Total normal tax 
Surtax on $20,000 


Total tax 
Less credit of 25% on earned income of 


$427.50 
625.00 


$1,052.50 


Balance of tax on ordinary income... 
Plus 12%% of capital net gain 


Total tax 


In the above case the tax liability com- 
puted under the capital net gain provision of 
the law would amount to $1,052.50, but in 
this particular instance the tax liability com- 
puted in this manner would amount to more 
than the tax liability computed 11 the regu- 
lar manner on the total net income, including 
the capital net gain. He would, therefore, 
compute his tax in the following manner: 


$20,000.00 


Ordinary income 
i 5,000.00 


Capital net gain 


Total net income .................. $25,000.00 
Less exemption $ 2,500 
Dividends 10,000 


12,500.00 


Amount subject to normal tax......... $12,500.00 


$4,000 at 2% 
4,000 at 4% 
4,500 at 6% 


Total normal tax 


$510, 
Surtax on $25,000 Fy 


510.00 
$1,020.00 
12.50 


Total tax .. 
Less 25% credit on $5,000 earned income. 


Correct tax due 


His Correct Tax Liability 


| pomeye the foregoing two illustrations, jt 
can, therefore, be seen that by computing 
the tax liability in the regular manner on 
this total income including the capital net 
gain, his total tax would amount to only 
$1,007.50, as against $1,052.50, by using the 
capital net gain method. He would, there- 
fore, disregard the capital net gain provision 
of the law and compute his tax on the total 
income including the capital net gain in 
the regular manner. 

If in the above examples the capital net 
gain of $5,000 was a capital net loss, the 
ordinary income being $20,000 would result 
in a total net income of $15,000. 

By following out the provision of the law 
to the effect that in the case of a capital 
net loss the tax shall first be computed on 
the ordinary income against which amount 
shall be deducted 12%4 per cent of the net 
loss, it would result as follows: 

The tax on the ordinary net income, $20,- 
000, would amount to $427.50, and deducting 
from this amount 12% per cent of the capi- 
tal net loss of $5,000, or $625, would leave 
no tax liability. 

It is further provided, however, that in 
no case shall the tax computed in this manner 
be less than the tax computed in the regular 
manner on the total net income after deduct- 
ing the capital net loss. 

The taxpayer in this case would, there- 
fore, be required to compute his tax lia- 
bility in the regular manner on his total net 
income of $15,000, which would amount to 
$97.50, and represents his correct tax lia- 
bility. 

A further change under the capital net 
gain provision of the new law, as compared 
with the old law, was that the revenue act 
of 1921 provided that, if the taxpayer elected 
to compute his tax under the capital net gain 
provision, his total tax computed in that 
manner shall in no case be less than 1214 
per cent of his total net income, including 
the capital net gain. This provision has, 
however, been eliminated entirely under the 
new act. 

This is possibly one of the most important 
points of the law that comes before a depart- 
ment of the bank, on account of the fact 
that it involves a question as to whether sales 
of property are made or not. The pleasing 
feature of the change in this provision is also 
the fact that the sale of an individual’s resi- 
dence can now be treated under this section, 
whereas heretofore it could not on account of 
not being classified as an investment. 


Liquidating Dividends 


NOTHER feature of the new law which 

would draw the attention of a banking 
institution is the question of liquidating divi- 
dends; and while it is not entirely clear in 
the law that this section comes under the 
capital net gain provision, I have taken it up 
personally with the Department at Washing- 
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ton and learned that it was the intention of 
Congress that the gain in such a case should 
be within the provision applicable to capital 
ain. 

: There are a great many companies which 
were organized for the purpose of evading 
surtaxes by keeping accumulated surplus in 
what they called a “holding” company or an 
“investment” company. The new law in- 
cludes investment companies under the pen- 
alty provision for accumulations of surplus, 
in order to avoid surtax, and therefore a 
great many will be compelled to liquidate. 
This new provision enables them to do so in 
the same manner as though they sold to 
other parties, and the whole transaction will 
be wholly as a payment in exchange for the 
stock. If in force more than two years they 
have the benefit of the capital net gain provi- 
sion, or the maximum tax of 12% per cent 
of the profit. 


New Tax on Donor of Gifts 
and Estate Tax 


HE new revenue act of 1924 includes 
legislation that is of vital importance to 
the trust companies of the United States. 
One of the outstanding features is some- 
thing entirely new—a tax on the donor of 
gifts. This was undoubtedly aimed at the 
trust business in the thought that estate taxes 
were being evaded by the creation of trusts. 
The rate of taxation is exactly the same as 
the estate tax, with the same exemption of 
$50,000 before taxation applies, which is ex- 
clusive of gifts for charitable purposes. 
There is also a provision in case of taxa- 
tion on gifts, that if the amount given away 
should subsequently have to be included in 
the estate tax report a credit is to be given 
for the gift tax. Annual returns are to be 
made by the persons making the gift, show- 
ing the taxable gifts within any calendar 
year after 1923, and this report is required to 
be filed on or before March 15 of the follow- 
ing year, and at the same time pay the tax 
imposed thereon. This provision would not 
prevent irrevocable trusts being created of 
less than $50,000 within a year with the pro- 
vision that the donor could increase the 
amount as he desired. This would enable 
the donor to add the same amount each year. 
Of course, the question of gift tax does not 
enter into the creation of revocable trusts, 
as this could not be construed as a gift; and 
there is strength given to this opinion by 
the fact that the income from a revocable 
trust must be returned by the donor, even 
though it is payable to other beneficiaries. 

It is also pointed out that the creation of 
irrevocable trusts of any amount is far more 
advisable for men of large means than to 
avoid them on account of the gift tax. The 
line of reasoning in this statement is that a 
man of large means could create such a trust 
and pay the gift tax which would be upon 
only a portion of his estate and keep it from 
the high brackets. This would again be 
beneficial at the time of payment of estate 
tax, as his estate would be in the lower 
brackets, whereas, if the provisions for his 
family or friends by a trust arrangement 
were avoided on account of gift tax, his 
estate would be an entity at time of death 
and the tax would be assessed in the high 
brackets. So from the standpoint of a gift 
tax attempting to confiscate property prior to 
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death, as well as subsequent to death, it is a 
failure. 


Trust Agreements 


HE extremely high estate tax rates now 

existing should be an incentive to men of 
wealth in establishing trust agreements, as 
the rates are confiscatory and would tend to 
limit energy and ambition, as well as in- 
dustrial leadership, if the advantages of a 
trust were not available. 

Some relief from the accumulation of 
state inheritance taxes being added to the 
estate tax is given in the new law. It pro- 
vides that a credit against Federal estate tax, 
not to exceed 25 per cent thereof, is allowed 
in respect of any property included in the 
gross estate under the Federal statute. 

Under the new law the creator of re- 
vocable trusts as has been stated must return 
the income as his inccme, even though he 
has designated other beneficiaries and special 
attention is called to the fact that this not 
only affects the income which must be re- 
ported by the donor but it also makes the 
income payable to other beneficiaries a gift 
which would be subject to the gift tax. 

There is also a provision in the new law 
relative to allowable deductions, which per- 
mits a deduction for charitable bequests or 
transfers to a trustee or trustees, if to be 
used exclusively for the specified purpose. 
In other words, this would permit transfer 
to trustees for charitable purposes, which 
could be treated as a deduction and is very 
beneficial to men desiring to leave in trust or 
bequeath to charitable, educational, or similar 
institutions a considerable sum. This would 
be free of the gift tax and, of course, would 
lessen the estate tax. 

Trust companies should also bear in mind 
that the provisions of the new act provide for 
a new method of making fiduciary reports. 
It is now necessary to make a report on all 
trusts and pay a tax thereon, but in com- 
puting the net income in the fiduciary report 
a deduction is allowed for the amount of in- 
come distributed currently by the fiduciary 
to the beneficiary. This form will un- 
doubtedly give the names of the beneficiaries 
to whom the net income has been distributed 
as an information part of the report, but for 
the balance which is not distributable a tax 
will be paid after a $1,000 exemption instead 
of making a separate report on 1040, as pre- 


viously required. t 


Trust Companies’ Opportunity 


ie my opinion, the new law should be an 


incentive to greater business. If any one 
has property that he may lose by confiscation, 
it becomes his duty to protect his dependents 
and his business interests, for the remaining 
years of his life and even for some period 
after death. This could readily be done 
through the creation of a trust, which op- 
erates under his supervision during his life 
and under the direction of those he selects 
after death, with the worthy object in view 
of making preparation for the future. 

The knowledge gained by banking institu- 
tions in assisting patrons in tax matters fur- 
nishes to the banks valuable information and 
gives greater confidence in loaning This latter 
feature is very important from a credit 
standpoint, as seemingly prosperous com- 
panies today might be in a serious financial 
condition tomorrow on account of the de- 


mand of the government for high addi- 
tional taxes, which must be met in money. 
It is also true that the balance sheet as sub- 
mitted by the government hews straighter to 
the line than the old custom of submitting 
a balance sheet for loaning purposes. The 
advantages here are very obvious. 

Banking institutions have played a very 
important part in cooperating with the gov- 
ernment during periods of extreme rush. In 
this spirit it is my belief that the banking 
institutions have been endeavoring to coop- 
erate with the government in every par- 
ticular, and that they have assisted the gov- 
ernment, as well as their patrons, by bringing 
out the facts as they really are. Their own 
desire has been to see that all concerned get 
a square deal and the taxpayer pays what tax 
is due. 


May Not Assist Customers 


sentiment appreciating this coopera- 
tion from banking institutions is very 
strong in the Treasury Department at Wash- 
ington, and rightfully so. 

I believe the maze of ideas running like 
threads through the various branches of The 
American Bankers Association should be 
sorted out and gathered into one common 
point. From such a centralized position all 
difficulties could be readily adjusted for the 
benefit of all and proper cooperation un- 
doubtedly would be granted by the Treasury 
Department. 


Million Dollar Incomes 
Increase 


_ Treasury has recently reported that 
6,787,401 persons who filed income tax 
returns for 1922 enjoyed a total net income 
of $21,336,212,530. There were sixty-seven 
individuals who admitted that they had made 
a million dollars or more for that year. 
There was a surprising increase in the crop 
of those having a million-dollar-a-year in- 
come, inasmuch as the income tax returns 
for the previous year disclosed that there 
were only twenty-one in this exclusive circle 
of wealth. During the first year that the 
United States entered the war there were 
141 Americans who had a net income 
during 1917 in excess of one million dollars. 
This stands as the high record. 

An analysis of the national net income dis- 
closes that $18,952,242,862 came from per- 
sonal services that were rendered and $5,919,- 
665,492 from the return on property owned. 

Dividends accounted for $2,664,219,081 of 
the income from property, while $2,030,517,- 
413 represented the interest realized from 
bonds, notes and fiduciary income. Rents 
and royalties brought in $1,224,928,998. 

Deductions amounting to $5,535,695,824 
were allowed from the total, leaving a net 
income of $21,336,212,530 on which income 
tax was paid. 

The returns made by the Bureau of In- 
ternal Revenue, showing an increase in the 
ranks of the millionaires, caused much com- 
ment in view of the Treasury’s repeated con- 
tention that the millionaire class of tax 
payers was dropping off through the invest- 
ment of money in tax-exempt securities. 


The Profit on Carelessness 


By MITCHELL IVES 


The United States Government Realizes More Than Half Mil- 
lion Dollars Annually Through Failure of Owners of Federal 
Securities to Present Them as Interest Ceases. 


Victories Are Losing $15,000 a Day. 


PROFIT on carelessness of more 
than a half million dollars annual- 
ly is being realized by the Un.ted 
States Government. 

A recent statement by the Treasury shows 
that Federal securities worth more than 
$19,000,000, upon which all payment of 
interest has ceased, are presumably in the 
hands of the holders. They are either bliss- 
fully ignorant of the fact that their money 
is no longer bringing returns to them, or 
else they are willing to lose the interest on 
their investment. Included in the total are 
some of the old issues, which may never be 
found and never be presented to the Treas- 
ury for redemption; in that event the gov- 
ernment is just that much richer. 

On the last day of May the prosaic Daily 
Statement of the Treasury told its story of 
this carelessness thus: 


Matured Debt on Which 
Has Ceased: 

Old debt matured at various 
dates prior to April 1, 1917. 

Spanish War loan of 1908- 


Interest 


$1,282,160.26 


268,280.00 
Certificates of indebtedness..  3,031,500.00 
334 per cent Victory Notes 
of 1922-23 
434 per cent Victory Notes 
of 1922-23—called’ for re- 
demption Dec. 15, 1922.... 
Matured May 20, 1923.... 


148,000.00 


5,219,300.00 
9,522,550.00 


$19,471,790.26 


li only 4 per cent interest were allowed on 
this outstanding debt, upon which Uncle 
Sam no longer pays any return, the loss 
to the investors would be more than three- 
quarters of a million dollars annually. It 
is reasonable to suppose that a good pro- 
portion of the 434 per cent Victories, which 
have been matured for more than a year, 
will be presented during the next few months, 
however, and the proceeds put back to earn- 
ing interest for the tardy holders. 


Secretary Mellon’s Point 


HILE the Treasury experts assert that 

the average American is pretty careful 
when it comes to his own money, Secretary 
Mellon drew an impressive symbol of care- 
lessness on the part of the investors in 
Federal securities when he reported at the 
end of the fiscal year 1923 that there was 
$98,172,160 of matured debt on which the 
interest had ceased. By Oct. 31 this total 
had been cut down to $41,802,210, and on 
the first of June it had shrunken to $19,- 
471,790. Substantial ‘refutation of the charge 


that we are a nation of wasters would come 
when it is considered that the redemption of 
the Victories involved four billion dollars. 

The bulk of the matured debt represents 
issues of Victory notes, which have been 
called but not yet presented to the Treas- 
ury for redemption. However, the records 
of the Department show that ever since 1867 
there has been a million dollars or more of 
matured debt upon which no interest was 
being paid. 

The totals have been more impressive since 
the government started floating successive 
issues to pay the cost of our participation 
in the World War. The figures for the past 
ten years at the close of the fiscal year 
are: 

1923. . .$98,172,160 

1922... 25,250,880 

1921... 10,939,620 


1918... $20,242,550 
1917... 14,232,230 
1916... 1,473,100 
1920... 6,747,700 1915... 1,507,260 
1919... 11,109,370 1914... 1,552,560 


To be exact to the penny, 26 cents must 
be added to the totals. This little item 
appeared in 1871 and has been in every pub- 
lic debt statement since that year. 


May Never Come In 


OUBT obtains as to whether a half mil- 

lion dollars in outstanding securities 
will ever come in. It is almost certain that 
some of the old loans and bonds are lost; 
some have been hidden away by recluses, 
never to be unearthed; perhaps a few have 
gone up in smoke, for $893,720 of the debi, 
which has ceased to draw interest, matured 
prior to 1891 and at various dates subse- 
quent to 1861. Before the Civil War the 
government was not a large borrower in 
the present-day sense, so there is virtually 
no indebtedness prior to this period to be 
considered. 

But yet every now and then some of the 
old bonds and loans come to light and are 
presented to the Treasury. Not long ago 
fourteen $1,000 bonds, issued 47 years ago, 
were unearthed when an old farmhouse in 
New Hampshire was being demolished. Oc- 
casionally an old loan, in an excellent state 
of preservation, is sent in to Washington for 
payment. However, the redemption of the 
bonds and notes, issued many years ago, is 
proceeding at a halting pace. During 1923 
the Treasury reduced this old debt by only 
$6,060, and during the first five months of 
the present year it had redeemed just $11,- 
140 in these securities. During many months 
the government is not called upon to pay 
any of this debt, and it is fairly assumed 
that the greater part of the $1,282,160 will 
never be presented for redemption. 
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Holders of 434 


Treasury Concerned. 


The carelessness of government bond- 
holders has been much in evidence during 
the past two years. The country was 
shocked to learn in November of 1923 that 
the holders of more than $100,000,000 worth 
of gilt-edged Federal securities, due entirely 
to their own actions, were not collecting 
interest on them. It was pointed out that 
Victory notes to the amount of $40,000,- 
000 had not been presented for payment, al- 
though interest on them had stopped, while 
$22,000,000 of matured War Savings certifi- 
cates remained uncashed. Moreover $43,- 
000,000 worth of temporary bonds, bearing 
only four coupons, that were issued until the 
permanent Liberty bonds could be engraved, 
had not been offered for the exchange. 
Three years’ interest payable on the bonds 
remained unclaimed. 


$15,000 Daily Loss 


HE Treasury, at one time, gave the 

country a jolt by estimating that the 
holders of the 434 per cent Victories, in 
failing to present their notes, were losing 
at the rate of $10,000 a day. The loss has 
now mounted to more than $15,000 a day— 
if only a 4 per cent return on the money 
now idle is allowed. The $14,841,800 now 
idle—for there remained outstanding at the 
end of May $5,219,300 in the Victory notes 
called for redemption on Dec. 15, 1922, and 
$9,522,550 in the Victories called on May 
15, 1923—would yield $593,672 annually at 
4 per cent. 

Strangely enough for a creditor, the Treas- 
ury does not want the profit accruing from 
the carelessness of the public. It has broad- 
casted warnings to the wasters from time 
to time, seeking to draw their attention to 
the loss that they are sustaining. It an- 
nounced that the notes might be presented 
to any Federal Reserve bank or branch bank 
as well as to the Treasury, and informed the 
holders that banks and trust companies gen- 
erally would handle the transactions for 
their customers. The appeal brought mil- 
lions of dollars’ worth of the Victories in for 
redemption, but it has thus far failed to 
draw in all of the notes. 

More than seven billion dollars in public 
debt will mature before the end of 1928, and 
the holders of these government securities 
will have to present them for payment. The 
high point will be reached during 1928, when 
more than three billion dollars in the Third 
Liberty Loan bonds matures. 

There will be fourteen maturity dates in 
the meantime when the government will call 
in Treasury notes and savings certificates. 
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Unprofitable Accounts—How to 
Turn Them Into Earners 


By DONALD A. MULLEN 


The Banker’s Side of the Small Account. The Depositor’s 


Viewpoint. 
tinct Risks. 
Now a Bank 


HY should not a man be ex- 
pected to pay for bank service 
in the same way that he pays 
for any other valuable service? 

Is a bank justified in incurring a large 
expense merely to hold the good will of the 
small depositor on the chance that he may 
become a big one? 

These two questions, as well as that of 
banks making a service charge where the 
daily balance of customers falls below a 
certain minimum, are under constant dis- 
cussion by bankers. 

Let us for a moment consider both sides 
of the questions—that of the bank and 
that of the depositor. 

The banks of the country render to the 
public many services for which they receive 
no compensation. For instance, the check- 
ing privilege which permits the customer to 
draw checks on stationery gratuitously pro- 
vided, virtually keeping the books of the 
depositor and rendering periodic statements 
with all cost and risk attending. 

First let us inquire what the contract of 
deposit includes. Upon opening an account, 
the bank agrees with the depositor to fur- 
nish the necessary stationery, ever increas- 
ing in cost, the labor necessary to handle 
the account and to pay checks as presented 
only when properly signed. In turn it 
assumes the risk of forgery and alteration. 
Where stop payments are lodged against 
the accounts, the bank assumes the risk of 
paying over the stop payment notice with 
the attendant risks. Every check paid by a 
bank involves seven distinct risks: 

A risk as to the date; 

Risk as to the signature; 

Risk as to the alteration; 

Risk as to the filing; 

Risk as to the stop payment: 

Risk as to the sufficiency of balance; 

Risk as to the uncollected funds. 


The Only Compensation 


only compensation for assuming 
these risks is the use of the funds for its 
Every check handled by a 
hank involves a certain amount of cost, and 
it is not impossible to get a fairly accurate 
cost of handling a single check, We can 
also ascertain with reasonable exactness the 


own account. 


profit or loss on each account. This is being 
done in our larger banks where analysis de- 
partments are maintained for this particu- 
lar purpose. , In our smaller banks the cost 


Every Check Paid by a Bank Involves Seven Dis- 
Some Methods by Which Checking Accounts, 


Drain, Can Bring In Additional Revenue 


of such a department would be out of the 
question, but there is nothing to prohibit 
the smaller bank from using a short method 
of analysis which will reveal the unprofit- 
ableness of many small accounts. 

For example: take an institution having 
1000 checking accounts with an average bal- 
ance of $44.50 making $44,500 as the sum of 
these balances; deducting your 10 per cent 
reserve will leave a net of approximately 
$40,000. Assuming that this amount is 
loaned at 6 per cent the income will be 
$2,400 a year. To operate this number of 
accounts will require at least the time of two 
clerks, whose combined salaries would be at 
least $2,400, the amount af our income. As- 
suming that only one check per account per 
week is drawn, we have 50,000 checks a year 
going through these accounts, making a sta- 
tionery cost of about $150, or a total cost so 
far of $2,550, thereby causing a direct loss, 
which is only a small part of the loss taken 
by the bank in this particular case. 

If we were to include the depreciation on 
the bookkeeping machines, cost of state- 
ments, other stationery, incidental expenses 
and overhead, which is quite a factor, the 
loss would be considerably more than the 
$150 shown above. 

In this particular bank it would be an 
easy matter to eliminate such a loss by in- 
creasing the income at least $500 per month 
by assesssing these accounts 50 cents each, 
making an additional income of $6,000 over 
and above the $2,400 earned froth lending 
the $40,000 mentioned above at the rate of 
6 per cent, making a total credit of $8,400. 
The profit realizable from this process 
would be $5,850 per year, and could be ap- 
plied to the overhead and other expenses, 
thereby showing that this bank would break 
about even if all expenses were taken into 
consideration. 

Would it not be a good thing to make this 
simple analysis regardless of whether or 
not a service charge is made, in order to 
satisfy the bank as to the amount of busi- 
ness handled at a loss? 


From the Depositor’s Side 


OW let us look at this question from 

the depositor’s viewpoint. He may 
well argue that he gives the bank all his 
business and keeps as large a balance as 
possible. He looks upon the bank as a 
public institution and he honors it with his 
patronage. He helps it by his friendship. 
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He gives it all he has to give of money and 
support. Moreover, he expects to give it 
more when he becomes more prosperous. 
The problem, then, resolves itself into what 
attitude to take in order to build goodwill 
for the future, render such services as the 
public naturally expects and still make a 
profit on the account. Therefore, four 
processes are possible: 

1—To eliminate all so-called unprofitable 

accounts. 

2—Encourage building up all unprofitable 

accounts for the future business re- 
sulting therefrom. 

3—Tolerate the accommodation accounts 

as a necessity of the business, under 
the same theory that the grocer car- 
ries sugar, on which he makes no 
profit, hoping to cover the loss in the 
general sales. 

4—Penalize the unprofitable account, 

which will either drive it out of the 
bank, produce a profit or build it up 
into a profitable account. 

Many banks throughout the country have 
wrestled with this problem and many have 
solved it—each in its own way. I believe 
a few illustrative experiences will be help- 
ful at this time. 

Last year, F. H. Poole, vice-president of 
the First National Bank of Fort Wayne, 
Ind., wrote to a number of banks and trust 
companies in Indiana, Ohio and Michigan 
in an endeavor to ascertain the minimum 
initial deposit required, and their views re- 
garding a monthly service charge. Accord- 
ing to the consensus of opinion expressed, 
“the small checking account must go,” or 
it must bear the burden of its own cost 
through a service charge if it falls below 
a certain minimum; that no checking ac- 
count should be opened for less than a mini- 
mum deposit ranging from $50 to $100 and 
that a service charge of 50 cents per month 
should be made upon average balances that 
fall below a fixed sum, usually $50. 


If Courage Is Lacking 


| jong those who lack the moral courage to 
put the minimum initial deposit and the 
monthly service plan into effect or who 
doubt the advisability of so acting, the fol- 
lowing expression by the vice-president of a 
bank at Elkhart, Indiana, should prove in- 
teresting: 

“For about two years we have made it a 
practice to charge 50 cents on all checking 
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accounts which drop under $50 during the 
thirty day period expiring on the 20th. 
Ours is the only bank in the city that makes 
a charge on small accounts, and if we had 
it to do over again, I feel confident that we 
should make the charge $1 on any account 
which touched under $100, the reason being 
that our analyses disclose very clearly that 
any account that does not average $200 is 
carried at a fixed loss, viewing it from the 
present administrative and clerical cost. By 
this method we have eliminated about 1000 
unprofitable checking accounts without any 
appreciable loss in our volume of business. 

“Figures furnish the best answer to any 
perplexing problem, so I am sure you will 
be interested to learn that in our case, out 
of 1900 checking accounts, having on de- 
posit a total of $1,125,000, 400 of them car- 
ried an average balance of $22, and another 
300 an average balance of $75. These 700 
accounts represented approximately 40 per 
cent of our total number of accounts, yet 
represented only about 2% per cent of our 
total volume of business. The 400 accounts 
which carried a $22 balance represented only 
5/6 of 1 per cent of our total volume of 
business. Hence our reason for having a 
higher service charge under consideration.” 

On January 1, 1919, the Richmond, Va., 
banks notified their depositors through news- 
paper advertising that hereafter a charge 
of 50 cents a month would be made on ac- 
counts showing a balance of less than $50 
and against which as many as five checks 
were drawn during the month. In making 
this announcement, Oliver J. Sands, then 
president of the Richmond Clearing House 
Association, stated that one bank recently 
found, when making an analysis, that 2272 
accounts carried on its books represented a 
total balance of only $47,037. This was an 
average of only $22.70 for each account. 

“This business represented a very heavy 
loss,” said Mr. Sands. “Hundreds of 
checks were paid daily on the accounts, de- 
posits were received, and for all the book- 
ing risks and responsibilities entailed by the 
business, there was no compensation what- 
ever to the bank. 

“Richmond banks have had under consid- 
eration for many months the question of 
making a small charge to their depositors 
where balances were small and where ac- 
counts showed an actual loss to the bank. 
The banks here consulted the experience of 
banks in many other cities and found that 
such charges were becoming quite general, 
and that many cities had rules which re- 
quired much larger payments than we 
thought necessary or advisable here. 

“We found that it had been the experience 
of other cities that small customers were 
pleased with the action of the banks for 
the reason that those who could not in- 
crease their balance to an amount sufficient 
to overcome the loss to the banks were 
much better satisfied to make a small month- 
ly payment for a service which they felt 
they had previously received gratuitously.” 


Each Check Costs 34 Cents 


Le Binghamton, N. Y., a service charge 
has been made on accounts falling below 
$200 on any day. Each check paid in Bing- 
hamton, they estimate, costs a bank 3% 


cents. The rule is as follows: “When the 
minimum balance on any day of the month 


is less than $50, a charge of 50 cents will 
be made for every 15 checks or fractional 
part thereof. When the minimum balance 
on any day of the month is not less than 
$50 seven checks a month may be drawn 
free, and a charge of 50 cents will be made 
for every 15 checks drawn, or fractional 
part thereof in excess of seven checks. 
When the minimum balance on any day of 
the month is not less than $100 fifteen 
checks a month may be drawn free, and a 
charge of 50 cents will be made for every 
fifteen checks drawn, or fractional part 
thereof in excess of fifteen cents. No 
charge will be made against an account 
when the minimum balance any day of the 
month is not less than $200. No charge 
will be made against an account when 
checks are not drawn against it during 
the month.” 

In a bank in Des Moines, Iowa, it was 
found that 700 out of 4,200 accounts aver- 
aged between $50 and $100 and 1,400 aver- 
aged less than $50. There was an average 
of 103 checks a year drawn against each ot 
the 700 accounts and an average of 58 
checks a year against the 1,400 accounts. 
An analysis made several years ago by 
this bank showed it cost them $7.49 per 
year to carry an account. The bank there- 
fore imposed a monthly service charge of 
50 cents. In summing up their experiences, 
a vice-president of the bank said: 


Real Objectors Few 


a HE real objectors were very few in- 
deed. It was all new to the average 
bank customer. He had no idea of the ex- 
pense in handling a checking account, but he 
could not be blamed for that, as the banker 
had never told him; nor had he any way of 
knowing the cost of both his check and pass 
book; nor did he know the cost of the 
ledger sheet, statement blank, deposit slips, 
signature cards, or the cost of computing 
average balances. He was equally unin- 
formed as to the time and trouble of high- 
salaried clerks necessary to receive his de- 
posits, pay his checks, examine signatures, 
look up his balances, besides making entries 
on his ledger and statement sheets, proving 
same, cancelling his vouchers, sorting and 
filing them with his statement at the end 
of the month, delivering them to him and 
taking his receipt therefor, and several 
other forms of service that cost the banks 
money. This clearly demonstrates that the 
average bank patron is willing to meet such 
a service charge.” ‘ 

In Columbus, Ohio, a charge of 50 cents 
per month was made on balances of less 
than $50. One bank in particular had 2800 
accounts with aggregate balances of $33,000 
or about $12 per account. This bank says: 
“When we first imposed the penalty we had 
2,800 of these accounts. Last month, that 
is, in April, 1919, we assessed only 44 ac- 
counts. In many cases the depositors have 
withdrawn their accounts rather than pay 
the 50 cent charge and we are glad to get 
rid of them. In other cases we have in- 
duced the small checking depositors to in- 


’ crease their balances or transfer them to a 


savings account.” In Columbus the prob- 
lem has been squarely met through the 
united action of the banks, all members of 
the clearing house. The depositor whose 
balances fall short and then refuses to pay 


the penalty can get no satisfaction in any 
other bank of the city, once he withdraws 
his account. The rule there is: “Keep your 
balance up or pay the service charge.” The 
result is, Columbus banks have found that 
much of the annoyance following the assess- 
ment of the charge has been eliminated. 
In Los Angeles the same condition pre- 
vails. Mr. Hardacre, vice-president of the 
Security Trust and Savings Bank of that 
city, some time ago said: “This bank found 
that it had handled 11,500 accounts out of 
25,000 with balances less than $100, while 
8000 were under $50. Other banks found 
similar conditions to exist. The Los An- 
geles Clearing House adopted the following 
rule: ‘A charge of 50 cents will be made 
upon the last business day of each calendar 
month, or as soon thereafter as charges can 
be entered against any checking account 
which during the month has shown an aver- 
age daily credit balance of less than $100, 
and against which account checks have 
been paid during the month.’” Full allow- 
ance was made in further provisions of the 
rule, for the exercise of discretion by the 
officers of the banks in its enforcement. 


$1.00 Per Month Per Account 


N June 1, 1924, the Boston Clearing 
House Association passed a rule where- 
by the service charge on checking accounts 
whose daily average balance for the month 
is less than $300 will be $1.00 per month. 
Moreover, no interest will be paid on such 
accounts unless their daily average is more 
than $500 and then only on the amount by 
which they exceed that sum. This means 
that if a balance is $550 the owner will re- 
ceive interest on but $50. Only those ac- 
counts whose average balance is $10,000 or 
over will receive interest on the whole 
amount. The balance is the average of the 
balances of the banking days of the month 
and is not required to be maintained on 
every day of the period. This would be 
unjust to the good customer whose needs 
require withdrawal of practically the whole 
of his account but who promptly replenishes 
it. Working alone, it would have been im- 
possible for a single bank of Boston to 
adopt and collect a service charge. But 
strengthened by united action of the clear- 
ing house members, and stiffened by the 
possibility of a fine, there is little doubt 
that it will work out as successfully in Bos- 
ton as it has in other sections of the country. 
John P. Duke, bank supervisor, state of 
Washington, in a recent article said: 
“The remarkable feature which I found 
in the institution which I managed—when 
T compiled figures for the first time in 
1918, and had before me the results of each 
vear back to 1909—was the decrease in 
the ratio of gross earnings to controlled 
funds (i.e., capital, surplus, profits, depos- 
its and borrowed money) -during the 10- 
year period. This ratio shrank from $11 
per $100 controlled funds to approximately 
$6.75 per $100 controlled funds, while dur- 
ing the same period the cost ratio had been 
reduced but little. This was accounted for 
by a greater volume of deposits during 1918. 
I visualized the downward line of gross earn- 
ings, as compared with the almost stationary 
line of costs, and it seemed that some time in 
the future the terminals would meet, and 
(Continued on page 55) 
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The Power of Re-Discount Rates 


By HENRY TEMPLETON 


Chief Influence Exercised by Re-Discount Rates Is on Tempo- 
rary Changes Rather Than on Long-time Level of Interest Rates. 
Senator Shipstead’s Views Incorrect as to Their Effect. Can Dis- 
count Rate on a Half Billion Fix Level for 70 Billion Dollars? 


ENRIK SHIPSTEAD of Min- 
nesota succeeded Tom Heflin of 
Alabama as the outstanding Sena- 
torial critic of the Federal Reserve 

Board during the past session of Congress. 
He assailed the Treasury for setting the pace 
of general interest charges by offering “ex- 
cessive rates” on the various issues of Fed- 
eral securities which were floated, and took 
exception to the explanation made by the Sec- 
retary of the Treasury that the Government 
merely paid the market rate rather than fixed 
them. Senator Shipstead insisted that the 
general level of interest rates might be 
shifted by the manipulation of the Federal 
Reserve Board’s re-discount rates, and asked 
why the Treasury did not advertise its of- 
ferings in the competitive market arid accept 
the lowest bids. 

While the strictures that Senator Ship- 
stead delivered were not marked with the in- 
tensity that characterized the periodic Philip- 
pics that Senator Heflin directed against 
the “drastic deflation policy” of the Federal 
Reserve Board and the administration of 
the Board under Governor W. P. G. Hard- 
ing, they had more timeliness in that they 
came when there were successive cuts in 
the re-discount rates and when the interest 
rates of Government borrowing had dropped 
to the lowest level since pre-war days. 


The Last Chapter 


¥ what may be the last chapter of the 
controversy between the Minnesota Sen- 
ator and the Secretary of the Treasury, 
Senator Shipstead contended that he had 
found contradictory statements in the Sec- 
retary’s letter to the Editor of the AMERICAN 
BANKERS ASSOCIATION JOURNAL and in the 
annual report of the Federal Reserve Board, 
which Mr. Mellon signed as ex-officio head 
of the reserve system. 

An analysis of the two statements, how- 
ever, discloses that they are not inconsistent. 
The contradiction grows out of the Sen- 
ator’s own interpretation. 

He interprets the statement in the Secre- 
tary’s letter that “discount rates reflect con- 
ditions in the money market rather than 
cause them” to mean that discount rates have 
no influence on the money market. On the 
other hand, the statement in the Federal Re- 
serve Board’s report that “Federal Reserve 
rates are an important and at times a lead- 
ing influence in money centers,’ Senator 
Shipstead interprets to mean that discount 
rates determine the general level of inter- 
est rates and are responsible for general 
conditions in the money market. 

Neither interpretation, of course, is cor- 


rect. It is true that discount rates reflect 
conditions in the money market, and it is 
equally true that discount rates have a stabil- 
izing influence on rates and greatly reduce 
the fluctuations in rates. 


Reason for Change 


HE Board does not maintain that in the 

long run the Federal Reserve System 
will greatly change the average level of inter- 
est rates. In fact, in the sentence in the 
annual report just preceding the paragraph 
quoted by the Senator, the Board says: “The 
reason for variable Federal Reserve discount 
rates is the necessity of adjusting the rates 
to these changes in business and credit con- 
ditions”; and on the previous page, “The 
objective in the Federal Reserve discount pol- 
icy is the constant exercise of a steadying 
influence on credit conditions.” 

The Federal Reserve banks have constantly 
endeavored to adjust discount rates to exist- 
ing conditions and to disturb the money mar- 
kets as little as possible. 

The lack of elasticity and fluidity in credit 
prior to the establishment of the Federal 
Reserve System was reflected in the fluc- 
tuations in short-time interest rates. In- 
creased demands of business caused high fluc- 
tuations of interest rates on short-time loans 
and slackening demands caused equally low 


Re-Discount Power 


SENATORIAL critic of the 

Treasury contends that the 
Federal Reserve Board’s re-dis- 
count rates are the chief de- 
termining factors in the general 
level of interest rates. 

The loans and discounts of the 
Reserve banks now aggregate 
less than a half billion dollars. 
The loans of the banks of the 
country to their customers exceed 
thirty billion dollars and there 
are about forty billion dollars in 
bonds outstanding, the rates on 
practically the whole of which 
are above the discount rates. 

It requires considerable im- 
agination to believe that the re- 
discount rate on the half billion is 
the chief governing factor in the 
level of rates on the whole 
seventy billion. 


fluctuations of rates as surplus funds rapidly 
accumulated. These fluctuations, of course, 
were not representative of the true earning 
power of capital generally, and the Federal 
Reserve System functions as a cushion of 
credit to reduce such extraordinary fluctua- 
tions and to stabilize rates around the av- 
erage level, which is determined by the sup- 
ply of and demand for capital, or in other 
words its earning power. 

This is done by creating additional credit 
at prevailing rates when business expands and 
by absorbing the surplus supply when busi- 
ness contracts.. The chief influence exercised 
by the discount rate, therefore, is with retf- 
erence to temporary changes rather than the 
long-time level of rates. 


The Stabilizing Influence 


S ‘stated in the Board’s report, when 

business is undergoing a rapid expan- 
sion and is in danger of developing an un- 
healthy or speculative boom, a restraining 
influence can be exercised by making addi- 
tional credit more expensive. On the other 
hand, business and industry, after a period 
of reaction, can be encouraged by cheaper 
credit. The stabilizing influence of the Re- 
serve System on interest rates is shown on 
Chart I, comparing rates during and fol- 
lowing the Civil War with rates during 
and following the World War. The greater 
stability of rates following the World War 
is very apparent. 

As to what determines the general level 
of interest rates, there must be something 
more fundamental than the arbitrary power 
of a board or any number of boards. That 
more fundamental factor is found, as stated 
above, in the earning power of capital, or 
the supply of and demand for capital. 

Fundamentally interest is the price paid 
for capital and is determined like the price 
of any other commodity. Moreover, capital 
does not consist of bank credit. It is rep- 
resented by the savings of the people, or the 
excess of production over consumption. It 
is sometimes referred to as the accumulated 
stock of goods, supplies, materials, etc., which 
is used for further production. It would 
be difficult with the Senator’s theory of rates 
to account for the comparatively high rates 
which prevailed for many years after the 
Civil War and the rates prevailing in the 
various European countries at present, which 
are considerably above pre-war levels. 

Chart III indicates that in this country 
commercial paper rates are not as a rule 
running higher than the average of the 40- 
year period preceding the war, in spite of 
the tremendously disturbing influence of the 
war. 
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Chart II showing relation of market rate on prime 90-day bills in New York and 
average yield on government securities of short maturities 


Will more specific reference to the 
statement that discount rates reflect 
conditions in the money market, I think it 
can be shown that every advance in rates 
has been preceded by a stiffening in market 
rates, and every reduction has been preceded 
by a weakening in market rates. The table 
of interest and re-discount rates shows that 
the prevailing rate on prime commercial 
paper rose from 4 per cent in July, 1922, to 
4.75 to 5 per cent in November, 1922, al- 
though the discount rate had been reduced 
from 4.50 to 4 per cent in June of that year. 
The commercial paper rate eased off some- 
what in January, 1923, but in the second week 
in February, before any change in the dis- 
count rate occurred, it stiffened again to 4.75. 
During the third week the discount rate 
was increased to 4.50 per cent, after which 
the commercial paper rate rose to 5 per 
cent and fluctuated around 5 to 5.25 per cent 
until December, 1923, when it began to 
weaken and declined to 4.50 before the dis- 
count rate was reduced. 

After the reduction of the discount rate 
on May 1, 1924, the commercial paper rate 
declined further to 4.25 per cent. The same 
general trend is shown in rates on accep- 
tances and even in call money rates. These 
rates would undoubtedly have fluctuated 
much more widely in both the upward and 
the downward trend but for the stabilizing 
influence of the discount rate. Chart III, 
giving market rates on prime 90-day bills 
in New York and the average yield on 
United States Government certificates of 
indebtedness, shows a marked rise in the 
rates on these two types of paper from July, 
1922, to February, 1923, when the discount 
rate was raised to 4% per cent, but very 
little advance after that date. Moreover, 
there was a marked decline in the yield on 
certificates of indebtedness from October, 
1923, to May, 1924, when the discount rate 
was reduced. 


Can a Half Billion Control 
70 ‘Billions ? 

HE loans and discounts of the Federal 

Reserve banks have continued to decline 


during recent months and now aggregate 
less than a half billion dollars. The loans 


of the banks of the country to their cus- 
tomers, on the other hand, are over $30,- 
000,000,000. In addition there are about 
$40,000,000,000 of bonds outstanding. With 
the exception of the better grade tax- 
exempt bonds which have an artificial value, 
the rates on practically the whole of this 
$70,000,000,000 are above the discount rates. 
It requires considerable imagination to be- 
lieve that the discount rate on the’less than 
one-half billion is the chief determining fac- 
tor in the general level of rates on the 
$70,000,000,000. 

Senator Shipstead, it will be recalled, 
charged that an “unnecessary burden of $5,- 
000,000,000 annually is the result of the ex- 
traordinarily high interest rate paid by the 
Government, by commerce, private and public 
corporations and private individuals” because 
the Treasury had set the pace on the bor- 
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rowing and had thus fixed the rate, which 
all others would have to pay. Senator 
Shipstead argued that the first re-discount 
rate cut by the New York bank had sent 
money down, caused Liberty bonds to rise 
and had sent money back into the country 
to finance the business of the interior. 

With reference to the Senator’s statement 
that an advance in discount rates causes 
Liberty bond prices to decline, and a decline 
in discount rates causes Liberty bond prices 
to advance, Chart III, showing the price 
of 4% per cent Liberty bonds since August, 
1922, is illuminating. 

Although the discount rate in New York 
had been reduced from 4% to 4 per cent in 
June, 1922, Liberty bond prices began to 
decline in September of that year and stood 
at about 98.6 in February, 1923, when the 
discount rate was raised to 4% per cent. In 
November, 1923, the price, which stood then 
at about 98.3, began to rise rapidly, and by 
May 1, 1924, when the discount rate was 
again reduced, they had reached par. 

Since the reduction in the discount rate, 
they have continued to advance, but it can 
hardly be said that the cause of the increase 
since November, 1923, was the reduction 
of the discount rate May 1, 1924. The fact 
is that they both reflect conditions in the 
market and have a common cause. 


HE Treasury, it is well understood, holds 

that it cannot embrace the plan of sell- 
ing its securities after advertising them in 
the competitive market and accepting the 
most favorable bid. Senator Shipstead in- 
sisted that the Government buys money in 
wholesale quantities, but pays retail prices 
for it. If the Treasury were to sell at whole- 
sale, it is fair to assume that the purchasers 
would make a profit on the bonds when 
they were distributed to the ultimate holders. 
The Government thus would set up a “mid- 
dleman” and doubtless bring upon its head 
the charge that it had devised a system to 
give more profits to the intermediary banks. 
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Chart I—Average monthly interest rates on 60-90 day commercial paper during 
the Civil War and World War periods 
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aiid His Community Needs It 


667 DO not see how a banker can say, taking exchange off a check or something 
‘I do not want to belong to the Federal of that kind, but eventually he will make 
Reserve System.’ Maybe he doesn't, but the money just as sure as death. 
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God knows his community needs it. If he is “T was talking with a banker not long 


going to perform efficiently as the proper cus- 
todian of the financial resources of that com- 
munity, then certainly he owes it to that 
community to bring to it everything the gov- 
ernment has to offer. One of the things 1 
have heard since I have been in Washington, 
from some of my good banker friends 
throughout this section of the country is, 
‘Oh, yes, the Federal Reserve System is run 
for and by the New York bankers, entirely 
for their interests.’ That is an erroneous 
statement. It is quite true that the New 
York bankers use the Federal Reserve Sys- 
tem and use it very properly. They make 
money by using it properly, and there is not 
a banker that could not make money by 
judiciously using the Federal Reserve Sys- 
tem for the benefit of his community. He 
might not make it as promptly as he would 


ago who is the president of one of our 
southern banks that has resources right 
around $10,000,000. He was criticizing some 
things that went on in the Federal Reserve 
System. I sat down with him and took 
his statement as of the close of business that 
day; I went over it item by item and showed 
him where he was making a mistake in not 
having studied the Federal Reserve System. 
I showed him where he could increase the 
earnings of his bank over $40,000 a year by 
using the Federal Reserve System in the way 
the law provides it should be and can be 
used, but he had not taken the trouble to 
study it. He was too busy looking right 
through those glasses with a dollar mark on 
one lens and an ‘I’ on the other. He had 
overlooked his community. — George R. 
James, member, Federal Reserve Board. 


A Draft on Humor 


A number of years ago a county judge in 
Texas failed of reelection, so he sought and 
obtained the position as cashier in the local 


I have produced here to establish my iden- 
tity!” 


“Well,” said the cashier, “that may be, but 


bank. one can’t be too careful in money matters.” 
One day a man came in to have a check —Charles A. Smith, manager, Bank of Italy, 

cashed, and very naturally the cashier asked Livermore, Cal. 

him to be identified. The stranger went 

through the usual formula of letters and 

documents carried in his pockets, and laundry Old Bob Johnson, colored, was porter in 
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mark on his shirt, and other things to estab- 
lish his identity. None of which, however, 
was satisfactory to the cashier. Finally the 
stranger lost his temper and said, with some 
heat, “Look-a-here, I know you! You used 
to be judge in this county, and you hung 
my brother on a great deal less evidence than 


a bank. One morning the manager greeted 
him with, “Hello, Bob, how is everyth.ng 
this morning ?” 

Bob replied, “Well, I'll tell you, Boss. 
Them folks yistady tracked in so much mud 
I never done got balanced until half past 
six.’—Charles A. Smith. 
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Too Much Emphasis on the Benefits 
of Higher Prices 


By MELVIN A. TRAYLOR 


President First Trust & Savings Bank, Chicago, III. 


Change of Tactics on the Part of Legislative Scheme to Help 
Agriculture Indicative of Errors Relative to Credit. What We 
Must Face When Europe Is Again Producing. High Labor 
Costs Must Be Scaled Down. Key to the Agricultural Problem. 


HE real difficulty of those engaged 

in agriculture is not, primarily, one 

of the price received for the prod- 

uct; more particularly, perhaps, is 
their trouble due to unscientific and costly 
methods of production, and directly to the 
price they must pay for the ‘things they 
must purchase from other producers. 

The first of these difficulties the farmer 
himself can very largely overcome if he 
will give more attention to common sense, 
businesslike methods of conducting his op- 
erations and less to the political claptrap 
that is offered him in the shape of specific 
legislative nostrums, which may by tempo- 
rarily suspending the laws of the universe 
ease his condition, but which will in the end, 
like the victim of any other narcotic, leave 
him worse off than in the beginning. 

This is amply proved by what has oc- 
curred since the deflation began in 1920. At 
that time a hue and cry went up for larger 
credit facilities for agriculture, and the 
statement was freely made that it was the 
withdrawing of credit from agriculture that 
precipitated the difficulty. In response to 
these demands various credit schemes were 
brought into existence, including private 
funds subscribed for special relief to dis- 
tressed live stock producers, the revival of 
the War Finance Corporation, and later the 
creation of the intermediate credit banks. 
These various agencies have advanced tre- 
mendous sums to agriculture and to financial 
institutions in agricultural communities, and 
yet the magic of increased prices and perma- 
nent prosperity for the industry has not 
materialized. 


Has Changed Front 


HE result of all these operations has 

been to convince those who have given 
any real thought to the situation that the 
actual difficulty is not at all one of insuffi- 
cient credit, but quite the contrary; much 
of the trouble would never have been en- 
countered except for too much and too easy 
credit. Realizing this fact, there has been 
in recent months apparently an entire shift 
of front by those who would legislate the 
salvation of the industry. Present efforts 
are directed toward various false schemes, 
which range all the way from outright pur- 
chase and destruction of large quantities 
of staple crops to the unmitigated price- 


fixing proposals for arbitrarily raising the 
price of all farm products. 

Either our whole viewpoint of agricul- 
ture, both state and federal, for the last 
half century has been wrong or the present 
proposals are wholly unsound, because the 
attempt of the government, both state and 
national, has been to secure larger yields at 
cheaper prices; while the inevitable result 
of the schemes now proposed, if successful, 
would be to stimulate further wasteful and 
unscientific production under the protection 
of subsidies from the public treasury, which 
would in turn necessitate heavier burdens 
through increased cost of living and high 
taxation. Obviously it is unthinkable that 
a labor which is made profitable by a fixed 
price that yields a profit over cost, however 
extravagant the cost may be, will in the 
end tend to more scientific methods, to cost 
reduction and above all to diversification 
and reduced production of those particular 
crops wherein there is now most marked 
overproduction. 


Higher Prices Not Necessary 
for Prosperity 


N the normal course of events materially 

higher prices of farm products are not 
expected in the near future, nor do greatly 
higher prices appear to be necessary to ag- 
ricultural prosperity, nor in the long run 
desirable or essential to national prosperity ; 
though it is highly desirable, absolutely es- 
sential and inevitable that there should be 
and will be a speedy adjustment of the pur- 
chasing power of the farmer’s product to 
the level of the buying power of the prod- 
ucts of other industries. This adjustment 
should embrace a complete solution of our 
agricultural difficulties, and be all that the 
most vociferous so-called friends of agri- 
culture are demanding and a great deal more 
than their proposed schemes would accom- 
plish. 

Why is it that there has been a very 
complete liquidation of agricultural prices 
from the high peak of the prosperous pe- 
riod, and as yet so little liquidation of all 
other commodities, save credit, from the in- 
flated period? 

Waiving the innumerable minor factors, 
it seems that there are two or three out- 
standing reasons. During the period of 
war activity, and particularly from the time 
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of the participation of the United States 
in the conflict until well after the armistice, 
two great fundamental industries had been 
practically without funds to carry on their 
operations. I refer particularly to the rail- 
roads and to the building industry. It was 
not until after the slow-up of 1920-21, 
when, because of forced liquidation of in- 
ventories and bank credits, credit became 
available for these industries, that they en- 
tered the market for very large pur- 
chases. It is stated that in 1922-23 the rail- 
roads made larger purchases than in the 
previous five-year period, and that building 
permits—exclusive of industrial plants— 
likewise were larger in these two years than 
in the previous five years. With the activ- 
ity of these industries, with their call upon 
the country for every article which goes 
into such construction programs came a call 
for labor, which made it possible for labor 
to demand and receive wages approximately 
on a parity with war-time figures, and con- 
sequently enabled manufacturers and pro- 
ducers of products of every kind thus de- 
manded to exact prices approximating also 
the war-time level. This industrial pros- 
perity was further stimulated by the enor- 
mous issues of tax-exempt securities for 
public improvements, which are sometimes in- 
cluded in the category of the building or 
construction industry. While this was go- 
ing on, the farmer lost largely of his foreign 
war-time market and received little or no 
increased domestic demand, notwithstanding 
that his factory, largely expanded and de- 
veloped to meet war-time needs, was still 
producing in excess of normal requirements. 
The inevitable result has been only a slight 
recovery in prices of farm products and 
practically no decrease in the prices of man- 
ufactured products. 


When Competition Comes 


a in no sense pessimistic, no con- 
fidences are violated when it is stated 
that neither the railroads nor the building 
industry can with safety very much longer 
continue at the rate they have been going 
for the past two years. In fact, it is no 
secret that these industries, particularly the 
railroads, are now very definitely out of 
the market for large commitments, and that 
the building industry is slowing up. 

The American manufacturer, due to the al- 

(Continued on page 38) 


The Real Dividends from a Loan 


By WALTER W. HEAD 


President American Bankers Association 


Not Alone in the Collection of Principal and Interest but in the 
Impetus the Loan Gives to Productive Achievement. Success 
in Banking Depends Upon Just How Far the Banker Looks 
Below the Surface in All Affairs in Which He Is Concerned. 


S bankers, we take pride in the state- 
ment of our resources, in the size 
of our dividend disbursements. As 
bankers, we scan the financial state- 

ments of prospective borrowers in order to 
determine whether or not the security war- 
rants the loan which is requested. But these 
statements—whether they are the statements 
by which we gauge another’s credit rating or 
the statements by which we presume to meas- 
ure our own progress—are measures only, 
are merely yard-sticks. The borrower’s 
statement may be ever so favorable and yet 
the conditions confronting his industry may 
forecast certain catastrophe; the bank state- 
ment may show adequate reserves and ample 
undivided profits, yet a business depression 
may bring insolvency. The real story lies 
below the surface of these statements. Our 
success as bankers depends upon just how far 
we look below the surface—in our individual 
affairs and in the affairs in which we are all 
concerned. 

Permit me to cite two examples. One con- 
cerns a bank, the other concerns an industry. 


Bankers Become Factory 
Operators 


HE reaction of 1920 threw more than 

one industrial concern into bankruptcy. I 
have in mind a certain factory, erected in the 
heyday of post-war prosperity, built largely 
from the proceeds of stock sold to a large 
number of people who had no direct interest 
in the business or its management. It was a 
typical case of stock promotion, without ag- 
gravated fraud. When the crash came the 
corporation was placed in a receiver’s hands. 
Certain banks were its creditors to the tune 
of many thousands of dollars. An estimate 
of the assets and liabilities gave little con- 
solation. The first thought of the banks con- 
cerned was to accept the loss, make the best 
settlement possible at the moment and free 
themselves from a situation which seemed 
hopelessly involved. But other advice pre- 
vailed. Certain of the banks reorganized the 
company and renewed operations. For 
months—finally for three years—officers of 
the interested banks gave time and thought to 
the problems of this concern. Eventually, 
very recently, they disposed of their interest 
in the corporation at a figure which enabled 
them to recover the greater part of their 
apparent loss. 

That is what resulted from going beyond 
the record of the bookkeeper. It required an 
investigation, not merely of this one corpora- 
tion, but of the entire industry, the territory, 
the possibility of future development. The 


bankers who reorganized the company had to 
become, for the time, factory operators as 
well as bankers. But the result was a signal 
victory for their foresight, determination and 
courage. 

Until recently the United States exported 
bacon to England, bacon worth millions of 
dollars a year. Not long ago the exports of 
bacon declined. Simultaneously the export 
of bacon from Denmark to England in- 
creased. If the practice of some exporters 
had been followed by the packers of the 
United States, the loss would have been 
charged up to British retaliation against the 
American tariff, to a sympathetic reaction 
from the investment of British capital in 
Denmark, to British anger because British 


Interest Begins 


THe banker’s interest in his 

debtor-patron does not end 
with an examination of his state- 
ment and approval of the loan. 
It begins then. The banker’s 
interest in his debtor is not 
merely the collection of the debt 
when due. It is to his interest 
that the borrower shall make his 
business successful in the largest 
possible way. He may collect his 
debt by selling the assets at auc- 
tion. But if that is all he accom- 
plishes, he has failed. The banker 
achieves success only when the 
money he loans enables an indus- 
try or a business to develop and 
grow, to become an increasing 
factor in the community, to con- 
tribute by its prosperity to the 
greater prosperity of those de- 
pendent upon it, and, through 
them, to the greater prosperity 
of the entire territory in which it 
is located. The real dividends 
from a bank loan are not-in the 
collection of principal and inter- 
est but in the impetus which is 
given to productive achievement, 
the consequent gain in the aggre- 
gate of wealth and happiness. 
The important return is not the 
immediate but the eventual re- 
turn, not the direct but the in- 
direct return—Walter W. Head. 


crews were temporarily denied their ration of 
rum while in American ports—or to some 
other alibi easily produced. 


Went Below the Surface 


OT so with the packers. They reached 
below the surface. They found that 
London bacon eaters prefer lean bacon. 
They found that Denmark was producing a 
hog which yielded lean bacon, whereas the 
American corn-fed hog. abounded in fat. 
The result of this investigation has been a 
series of conferences between American hog- 
raisers and representatives of the packers, 
for the purpose of attempting to breed a 
new variety of hog—a hog more staisfactory 
to the breakfast palate of our English cousin. 
Investigation, determination, a willingness 
to get down to fundamentals in order to 
reach future rewards, are solving this prob- 
lem. 

The net result of these observations— 
somewhat fleeting but nevertheless typical— 
is that bankers of the Twentieth Century 
cannot merely be bookkeepers, tellers, cash- 
iers, lenders of money, or even a combina- 
tion of all of these raised to the nth degree. 
To be bankers today, bankers must be more 
than bankers. They must be economists. 
They must be sociologists. They must be 
business men, versed in industry and in com- 
merce. They must be psychologists, knowing 
human nature. They must be statesmen, un- 
derstanding politics, with a knowledge of in- 
ternational affairs. 

The banker’s interest in his debtor-patron 
does not’ end with an examination of his 
statement and approval of the loan. It be- 
gins then. The banker’s interest in his debtor 
is not merely the collection of the debt when 
due. It is to his interest that the borrower 
shall make his business successful in the 
largest possible way. He may collect his 
debt by selling the assets at auction. But if 
that is all he accomplishes, he has failed. 
The banker achieves success only when the 
money he loans enables an industry or a busi- 
ness to develop and grow, to become an in- 
creasing factor in the community, to con- 
tribute by its prosperity to the greater pros- 
perity of those dependent upon it, and, 
through them, to the greater prosperity ot 
the entire territory in which it is located. 
The real dividends from a bank loan are not 
in the collection of principal and interest but 
in the impetus which is given to productive 
achievement, the consequent gain in the ag- 
gregate of wealth and happiness. The im- 
portant return is not the immediate but the 


eventual return, not the direct but the in- 
direct return. 
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Bankers Association 


What the Banker Must Do 


O achieve this, the banker must read men 

as well as statements of financial worth. 
He must know industry as well as the affairs 
of a single corporation. He must know world 
markets as well as local markets. The 
banker who loaned heavily upon grain anJ 
live stock just prior to the slump of 1921 not 
only lost money for himself but lost the op- 
portunity to advance his own prosperity by 
advancing that of his community. Intelli- 
gent foresight by bankers in 1918 and 1919 
might conceivably have prevented many of 
the more serious consequences of the agri- 
cultural depression of 1921. 

It is because of adherence to this principle 
of looking below the surface, because of be- 
lief that bankers must be men of general 
affairs, that The American Bankers Associa- 
tion is sponsoring a widespread campaign of 
cooperation with the farmer. It is because 
ot belief in these same principles that the 
President of The American Bankers Asso- 
ciation said recently that bankers must con- 
cern themselves with the problems of the 
railroads, with the problems of the coal in- 
dustry, with the problems of the oil industry 
and with the problems of other industries of 
prime importance—to the end that the bank- 
ers’ general knowledge of all business may 
be applied for the benefit of each industry 
with which his customers are concerned. 
Every banker would recognize the name of a 
certain great corporation, manufacturing ar- 
ticles used in every state in the Union and 
exporting to many foreign countries! This 
corporation became a bankrupt during the 
recent depression. After that happened— 
note that I say, after it happened—the cred- 
itor banks made a survey of the ent re in- 
dustry. They found that the expo-t demand 
had been reduced to almost nothing—because 
the normal Russian market had been elimi- 
nated as a result of soviet control of that 
nation. They found that the domestic de- 
mand was severely curtailed—because of the 
farmers’ predicament. They found the whole 
industry in a state of overproduction because 
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of an unwarranted beliet that days of reck- 
less spending would never end and an ap- 
parent belief that iron and steel would wear 
out in months instead of years. The result 
of the survey is a decision to restrict produc- 
tion to certain staple lines, the sale of which 
made the industry a great success in pre-war 
days. 
Make the Survey Before 
—Not After 


HINK what might have been accom- 

plished if the banks had made such a sur- 
vey before bankruptcy occurred, instead of 
after. Think what might have been accom- 
plished and what might be accomplished to- 
day, if the bankers really knew the basic 
facts of the industries which they finance. 
Think of the opportunity presented to the 
business men of America to solve their own 
problems—of transportation, of fuel, of mar- 
keting—without waiting for action by gov- 
ernment, without waiting for a calamitous 
breakdown. “An ounce of prevention is 
worth a pound of cure.” 

As business men we go before Congress— 
with justification — opposing this bill or 
favoring that; as business men, we decry the 
acts of “politicians” who are elected to office 
or who procure the election of others to 
office. Yet, as citizens of our country, do we 
fulfill the obligations incumbent upon us? 
Do we exercise our right to vote—and when 
we do, do we always place intelligence, effi- 
ciency and patriotism in government ahead of 
every other consideration ? 

It is but human nature to repel attack by 
counter-attack. It is but natural that busi- 
ness men, facing the onslaught against the 
principles which they believe to be true and 
fundamental, should meet that attack by a 
counter-offensive, should cry “bolshevism,” 
should meet extreme with extreme. In the 
early days in America, heretics were burned 
at the stake. But that did not put an end to 
heresy. Intolerance breeds intolerance. Con- 
version creates faith. 

We, as business men, having faith in prin- 
c:ple, must believe in its ability to triumph 
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over false standards. We must exercise our 
power of intellectual and moral leadership to 
make truth triumphant. 

First, we must make sure that our po- 
sition is right. We cannot form ourselves 
into selfish cliques, for the advancement of 
selfish interest, and still maintain our right 
to criticise those who align themselves in 
groups, classes or “blocs” for their own sel- 
fish purpose. We cannot condemn politicians 
when we ourselves—even though only by acts 
of omission—assist in the maintenance of 
political bossism. We cannot profit by ques- 
tionable practice in business and expect suc- 
cessfully to oppose graft in government. 

Second, we cannot delegate our respons'- 
bility in government to someone else. The 
main-spring of a watch operates through a 
series of wheels and cogs to move the hands 
on the dial. City councils, state legislatures, 
Congress and other agencies carry on the 
government—but the main-spring of govern- 
ment is the individual citizen. The main- 
spring may transmit its impulse through 
‘lected or appointed officials, but the mech- 
anism will not operate if the main-spring 
is removed. There is no substitute for in- 
dividual interest in government and individ- 
ual responsibility for government. 


Dollars Coming Home 


HE return flow of United States cur- 

rency from circulation abroad, which 
became noticeable in April, assumed larger 
proportions in May, according to reports 
from the banks in New York City, which 
are the largest shippers of currency to for- 
eign countries. The total net receipts in 
May, amounting to $4,614,000, were the larg- 
est for any month in the past year, and 
compared with net shipments of $5,526,000 
in February when the export movement 
reached its height. This shift in the diree- 
tion of currency movement reflects princi- 
pally a falling off in the shipments to cen- 
tral and eastern Europe, and an increase in 
receipts from England, Germany and Switz- 
erland. 
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Creating Standards by Advertising 


By FRANCIS H. SISSON 


Vice-President Guaranty Trust Company, New York 


The Standards Fixed in the Printed Word Must Become Those 


of Distribution and Production. 


The Handicap of Precedent. 


Whatever there is of Genuine Use to Human Beings Can With 
Truth and Dignity Be Advertised and Sold. The Ultimate Goal. 


DVERTISING as a creator of 
public standards in business” 
leads fo the consideration of ad- 
vertising not primarily as a sales 

aid or business stimulant, but as a moral 
force, establishing business ideals and 
ethics, impelling quality as well as quantity 
production. It brings business out into the 
open. It invites inspection. It seeks the 
light and bids its devotees as children of 
the light to walk in the light. It forces its 
users to square promise with performance. 
It gives character and permanence to busi- 
ness and assures the delivery of goods “as 
advertised,” or failure. Every dollar spent 
fer advertising space adds to the necessity 
for exactness of staternent and integrity of 
product. The standards fixed by the mer- 
chant or manufacturer in public statement 
and printed word must become the stand- 
ards of distribution and production or the 
inevitable loss of public confidence and good 
will spells bankruptcy, moral as well as 
financial. Good will is the joint product of 
good goods, good service and good adver- 
tising. Protected, it is an invaluable asset, 
but violated in either of its essential ele- 
ments a fatal liability. It is business insur- 
ance. It assures demand and lower costs. 
It protects the public and provides the buyer 
of an advertised trade-marked article with 
a triple guarantee of quality—from the mer- 
chant, the manufacturer and the publisher. 
It fixes the standard which maker and dis- 
tributor must meet and provides a definite 
goal for business achievement. 

It also defines the character of service 
which it offers and compels the servant of 
the public to keep his pledges, or be dis- 
credited. It commits all who use it to keep 
faith with the public in the sale of com- 
modities or services, of securities or ideas. 
It is the sign and symbol of fair dealing, of 
right purpose, of good faith. The mere ap- 
pearance of a well planned advertising cam- 
paign in important. mediums today is the 
assurance of honest goods, honest service 
and fair prices. It is the promise of con- 
tinuity and stability and integrity. On any 
other basis failure would be inevitable. 


National Economic Education 
Imperative 


MERSON once observed that “if a man 

can write a better book, preach a better 
sermon or make a better mouse-trap than 
his neighbor, though he build his house in 
the woods, the world will make a beaten 
path to his door.” That would unquestion- 
ably be true if the author, or the preacher, 
or the mouse-trap maker could live and 


wait long enough for the world to discover 
the virtue of his pocket. But both he and the 
world would profit the sooner if advertising 
brought them together. And that is some- 
what analogous to the situation which exists 
today regarding many businesses and the 
purchasing public throughout the civilized 
world. 

There are thousands of products of un- 
questioned merit of which the general pub- 
lic knows little or nothing because the man- 
ufacturers of such products are content to 
practice principles of more or less primi- 
tive barter, apparently unconscious of the 
fact that, by educating the general public 
to an appreciation of the worth of their 
products, they would not only profit them- 
selves but would perform a distinctly valu- 
able eccnomic service. 

Living standards in thousands of house- 
holds are undoubtedly being raised daily by 
the picture of appetizing fruits, cereals, or 
other food products, and by illustrations of 
house furniture, rugs, musical instruments, 
radio apparatus, or clever labor-saving de- 
vices. Illustrations of beautiful dwellings 
in real estate advertisements stimulate a bet- 
ter taste in architecture. Tree protection is 
fostered by the tree doctor’s attractive land- 
scapes. Pictures of accidents used by in- 
surance companies teach prudence and care 
in automobiling or in fire prevention. In 
fact, the education of the public to higher 
standards of comfort, cleanliness and sani- 
tation and to better ideals of social conduct, 
to broader conceptions of living through 
reading or travel, through the theater or 
other forms of art is constantly going on 
by reason of the practically universal dis- 
tribution of alluring and artistic advertis- 
ing. 

Advertising has long been hampered in its 
use by precedent, tradition, conventions, and 
prejudices, which, under analysis and ex- 
perience, find little to warrant their exist- 
ence. Gradually the falsity of their claims 
is being proved. We were told for many 
years that it was undignified for a bank or 
fiduciary institution to advertise, and this 
edict, born of superstition, was accepted 
without question until finally it was intelli- 
gently challenged and it was discovered un- 
der analysis that there was no sufficient 
reason for its support. The inevitable con- 
clusion is that, whatever is of genuine use 
to human beings, whether it be goods or 
services, can, with truth and dignity, be ad- 
vertised and sold, and that it is just as 
proper to merchandise forms of service 
as to sell commodities. The next step 
will be that the use of advertising in 
merchandising ideas is quite as proper as 
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its use in the sale of goods and services. 

Bankers have discovered that they too 
may serve the public effectively through 
instructive pictures and text urging thrift, 
suggesting the care of valuables, advising 
as to the protection of estates, the interests 
of widows and children, teaching sound 
ideas of economics and finance and warning 
against speculative investment. It is cer- 
tain that the development of a new relation 
to the public .through advertising of this 
character has led in the banking business to 
higher ideals and to far broader conception 
of its opportunity for useful service to the 
community. The great American banks in 
their advertising are doing much to combat 
economic fallacies and to instruct the pub- 
lic in the field of sound finance. 


Living Up to Advertising 
Standards 


‘_ positive reflex action of good ad- 
vertising upon the advertiser himself 
which has taken place in banking is also 
very evident in many other industries and 
activities. An excellent example of this re- 
action occurred not long ago in one of the 
great railroad systems, where the traffic 
manager protested to the president of the 
road that it was impossible for his depart- 
ment to live up to the promises made to the 
public in the road’s advertisements and that, 
in consequence, the advertisements would 
have to be changed. The president replied 
emphatically that the advertising would not 
be altered but that the traffic department 
would have to readjust its ideas of service 
and live up to the standards implied in the 
advertisements. 

It is not too much to say that advertisers 
have generally come to realize the obliga- 
tions which are carried by their statements 
to the public in regard to services or prod- 
ucts, and this constitutes a continuing stim- 
ulus to the maintenance of quality in both. 
It is recognized that, usually at consider- 
able cost, a very valuable good-will has 
been acquired by advertising and that any 
falling away from the standards claimed 
in published statements of a product’s quali- 
ties would soon inevitably endanger or 
destroy this good-will. 

For this reason good advertisers exercise 
the greatest care in the preparation of 
the text of their advertisements. Probably 
no copy of any sort is more painstakingly 
edited or more keenly scrutinized from 
every angle by the responsible officers in a 
business concern. Thought is usually given 
to every word or phrase to estimate its ac- 
curacy and its probable effect upon the 
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reader. The writing of advertisements is 
admittedly a task for experts who must 
command resources of intelligent imagina- 
tion and have, as well, a knowledge of the 
psychology of their public. 

Today, it is the support supplied by adver- 
tising which permits many journals to main- 
tain their notably high standards of text, 
paper, press work, and illustrations as com- 
pared with those journals not so liberally 
aided. Advertising creates a beneficent cir- 
cle of better magazines and newspapers 
through more advertising, thus attracting 
larger circulation and in turn more revenue 
from advertisements. 

It.may be said that it is literally true that 
the advertising pages of our publications 
would afford the material from which to 
construct a fairly complete record of the 
social, material and educational standards 
of our time. There is also little doubt that 
the constant striving for more effective ad- 
vertising is to a considerable extent re- 
flected in rising standards of service in many 
activities, as well as in improvement of 
standards of thought and living among con- 
sumers. 


Advertising as a Factor in 
Distribution 
political economy 


students of 

have pointed out that our greatest 
economic problem is that of distribution. 
Production has been developed along in- 
tensive and standardized lines, and-it would 
seem that in many industries a high de- 
gree of productive efficiency has been 
reached. But criticism is frequently leveled 
against our methods of distribution. It is 
often said that there are too many profit- 
taking stages between the producer and con- 
sumer. Occasionally there is an overstock 
of certain goods in one community and an 
undersupply in another section. The ulti- 
mate working out of our distribution prob- 
lem is one that will involve many factors. 
Advertising has already done a great deal 
to aid distribution, and it will do a great 
deal more. 

The quickening of demand has broadened 
distribution, not only of advertised goods, 
but of other goods as well. It reduces 
overhead, it stimulates quantity production, 
It makes carload traffic for the railroads, 
where there may have been only case ship- 
ments before. It draws salesmen into new 
territory. It stimulates the distributive ma- 
chinery of jobber and retailer. Increased 
sales result in larger bank clearings, in the 
employment of more people, in_ better 
business. 

Advertising through its primary function 
of facilitating distribution, has a vital effect 
on many phases of production. One could 
go through the whole list of the various 
branches of production, from the extractive 
industries to those turning out highly spe- 
cialized manufactured goods, and find that 
advertising has been a factor in the de- 
velopment of every industry; the advertis- 
ing of men’s collars and shirts reaches, in 
its effects, to the workers in the cotton 
fields. Increased demand for cotton goods 
means increased opportunity for the cotton 
grower. California fruit growers, through 
the use of advertising have been able to 
stabilize their business, bringing the demand 
up closer to the production capacity of their 
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groves and vineyards. The conversion of 
by-products of certain crops into useful 
and profitable articles has been largely made 
possible by the advertising of these articles. 

In the field of manufacturing, advertising 
has a more direct relation. Factories have 
been able, through the use of advertising, to 
increase their output, to give employment 
to more people, to create better working 
conditions, and to stabilize their operations. 
These results are of economic value, not 
only to the individual manufacturer, but to 
the worker as well. This means, too, in a 
great many cases, lower prices to the con- 
sumer, for through increased production, 
lower unit cost is made possible. 


The Call to Duty 


HERE lies before advertising and ad- 

vertising men not only the opportunity 
for service and profit, but the clear call 
to duty. There rests upon business and 
industrial leaders of the world the dis- 
tinct responsibility to state and explain the 
facts and principles upon which national 
and international business progress must 
be built, through the printed and the spoken 
word, so clearly that he who runs may 
read, and that the oft-quoted man in the 
street may understand. A large and con- 
stantly increasing reading public seeks 
eagerly to know, and it is the mission 
of the publicist to inform and advise them 
through all the mediums at his command. 
To fulfill that mission, we must call to 
arms the vision of the builder, the courage 
of the explorer, the keenness of the trader, 
and the wisdom of the student. They must 
all be conscripted to this great service and 
contribute their: part to the common cause; 
their traits are all the proper attributes 
of the efficient advertising man of today. 

The day has long passed, if indeed it 
ever existed, when advertising, while 
still not an exact science any more than 
law or medicine, under proper conditions, 
can be considered a mere experiment or a 
speculation. It has long since become a 
demonstrated economic factor as a_ busi- 
ness builder and stabilized as well as a 
clearly proved educational force. That it 
may not always, in all hands, operate with 
100 per cent efficiency is no more a proof 
of its failure than an unsuccessful opera- 
tion on the human body by a horse doctor 
would be a proof of the failure of surgery. 
Its call is for skilled men, broad men, men 
who have thoroughly mastered the tools 
with which they must work, whose sense 
of public psychology is sure and true and 
whose vision of opportunity is as broad as 
the world. 

Today particularly invites the advertiser 
to lay up stores of good will and prestige 
for future markets. Now is the time for 
advertising to be informative and educa- 
tional, to help create new standards of 
living, to stabilize markets, to make life 
more comfortable and attractive, as wel’ as 
more just and sound. 

The competent advertising man of to- 
day must know not only how to sell his 
product on a basis of immediate results, 
but also how to establish good will values 
for trademarks and ideas which will be 
reflected in future profits. For in the 
final analysis, in any modern business 
that is organized for profit, only those 


efforts which are reflected sooner or later 
upon the right side of the balance sheet 
can be justified, and that end can never 
be lost sight of. But underneath all our 
efforts, either specific or general, there 
should be the appreciation that business 
must rest upon a basis of public under- 
standing for its final stimuli and ultimate 
profits, and that business can prosper per- 
manently only upon a ground work of sound 
economics, some of the obvious elements of 
which may briefly be mentioned as a sound 
monetary and banking system, adequate 
transportation, a respect for the rights of 
private property and the freedom of initia- 
tive. When these are accepted as a part 
of the thinking of the individual, then and 
then only will the advertiser be playing 
his full part. It is in working toward it 
that we may do most to create new and 
ever rising public standards. 


The Ultimate Goal 


DVERTISING has marched far along 

the path of public service since the 
crying of wares at the fairs of the Middle 
Ages. The transition from the ‘purely vocal 
sales effort to the use of the printed word 
to attract buyers which followed the in- 
vention of the printing art started the 
trend toward responsibility through the 
broader reach and the longer life which 
attended this form of expression. 

The. earliest newspaper advertising ap- 
peared in England -about the middle of the 
17th Century, and dealt with offerings 
of new books and medicines. The. first 
record of other merchandise advertising 
was of “a new commodity called tea, an 
excellent and by all physicians approved 
China drink.” Since that- date advertising 
has continuously served an ever increasing 
public, bringing to hand many important ad- 
ditions to the comfort and convenience of 
life and raising both the standards of living 
and the methods and practices of business. 

England’s great economist, Adam Smith, 
began his famous treatise on “The Wealth 
of Nations’ with the statement that 
the prosperity of a nation is measured by 
the happiness of its people. In facilitating 
distribution, in stimulating production, in 
spreading information, in creating higher 
standards of business and life, advertising 
is adding to the happiness and _ prosperity 
of the people it serves. 

What statistician can measure the good 
will values which advertising has added to 
the balance sheets of business? In America 
alone these values would aggregate many 
millions. Even more difficult would it be 
to appraise the values which advertising 
has brought to the methods of business and 
the habits of life. 

The real advertising man thinks beyond 
the visible returns of any advertisement 
to the purpose it serves, to the people it 
reaches. It teaches them what to eat and 
what to wear, how to be healthy, how to 
prosper, how to save and how to spend, 
how to play and how to work, how to 
enrich their lives. This implies a respon- 
sibility which cannot be taken lightly. The 
task should be approached seriously, even 
reverently with a sense of commercial honor 
that does not yield to the appeal of op- 
portunism. It is largely the result of this 
attitude toward advertising and its expres- 
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sion that our standards commonly exact 
more rigid conformity to the principles of 
business ethics than to the requirements of 
personal ethics. 

Let us not forget that advertising may 
not only render great public service as a 
creator of business standards, but also ex- 
ercise a vital influence on public thought. 
Its vision and its salesmanship are needed 
in bringing understanding and conviction to 
a day of doubt and error. Economic and 
social fallacies crowd upon us; industrial 
problems rise on every side. Only through 
understanding can they be solved, and un- 
derstanding can be created only through 
publicity. Legislative action rises out of 
public opinion; public opinion is based upon 
current information and popular interest 
or prejudice. These can be met most 
effectively through such public mediums as 
advertising commands. In meeting them 
you are serving not only the ends of good 
citizenship and social progress, but busi- 
ness advantage, which can be secure only 
in an established social order based upon 
sound economic thinking. 

If the way could be paved before action 
by information and understanding, how 
much fewer would be our sins of economic 
political commission and omission. 
If a new and progressive idea seeking ac- 
ceptance, or an old and sound idea seeking 
support, could be presented to the con- 


suming public with the same strength of 
appeal that a new commodity commands, 
how much greater chance of prevailing it 


might enjoy! Even as advertising reached 
and stirred our souls to sacrifice during 
the World War, so it may now guide our 
minds to accurate judgment and rational 
acts, for the appeal of advertising can be 
made both to the feelings and the reason, 
and response and conviction measure the 
strength of its appeal. 

The nations of the world and the people 
thereof must be taught that they cannot 
be content “to live and let live”; they 
must live and help live if they themselves 
are to enjoy the fulness of life. In our 
modern world there can be no such thing 
as isolation. No nation can live unto itself. 
The body economic consists of many mem- 
bers. Except there be health and 
cooperation among them all there cannot 
be complete harmony in that body, nor 
can it function normally. 

Upon those whose business and profes- 
sion it is to speed the winged word on its 
mission of service lies some of the re- 
sponsibility to make that word a messenger 
of peace on earth and good will among 
men; nay, rather before them rises the 
opportunity to serve our day by bringing 
to world consciousness the realization of our 
interlocked interests, of the brighter pros- 
pect for world-progress which awaits 
world-understanding and cooperation, of im- 
pressing indelibly upon the minds and 
hearts of men the world over the material, 
as well as the spiritual value, of a hap- 
piness based upon the principles of all 
the great religions of earth, the love of 
good, the love of man, truths which know 
no geographical, racial or political lines, 
the common heritage, the common ideals of 
all right-minded men. 


Telling the Farmer the Cost’: 


EFORE individual farmers can 

make rational and profitable read- 

justments in their farming opera- 

tions, it is necessary that they be 
well informed regarding the costs of pro- 
ducing the various crops and.costs of live- 
stock enterprises suitable to their regions. 
During the present crisis when readjustment 
in some regions is imperative, this informa- 
tion is in urgent and insistent demand. 
Thousands of farmers in all parts of the 
United States are reorganizing their busi- 
ness to bring about a better balance between 
their crop and livestock enterprises. 

Fortunately the résults of some long-time 
studies are already available and newer 
studies of the subject are widespread. Data 
collected in these studies depict a day-by-day 
record of farm operations for each type of 
farming, showing demands made by each 
crop and kind of livestock for labor, ma- 
chinery, cash expenditures, farm-grown 
feeds, and other elements of production. 

Results of six-years of study in New York 
state are available in bulletin form, and re- 
sults of a three-year study in one county in 
Minnesota, of a three-year study in Kansas, 
and of a three-year study in Montana are 
completed. Records of approximately 2000 
cotton farms covering four years have been 
analyzed and cotton growers have been 
given a description of the field practices and 
methods resulting in the least cost and the 
highest net return. 

All of the record and account work in 
these investigations is conducted Federally 
in cooperation with the state colleges and 
experiment stations, for each state is inter- 
ested to the extent of contributing substan- 
tial financial assistance. Many of the states 
want the studies expanded to cover addi- 
tional types of farming within their borders. 
They want the results not only for the use 
of their farmers, but that they may form a 
background for university instruction in 
farm organization and management and in 
agricultural economics. 


ORE than one hundred ranches in 

Colorado and Texas are yielding cost 
records of cattle production. These records 
are supplemented by Corn Belt feeding costs 
covering more than 500 droves of western- 
grown cattle each year. For the cattle that 
are brought to the grass pastures of Kansas, 
cost records are obtained until they are 
shipped to market. Thus the available live- 
stock cost figures cover many phases of 
cattle production and fattening from the 
ranches of the West, through the feed lots 
of the Corn Belt, and ending with the live- 
stock finally at the stockyards ready for 
slaughter. Comparisons are made between 
costs of grazing on forest reserves and costs 
of using fenced pastures. All of these fig- 
ures are analyzed for livestock producers 
currently, in order that they may determine 
just the combinations of feed, labor, equip- 
ment, etc., that will give them the least cost 
and the largest net return. Every farmer 
cooperating in these cattle studies has re- 
ceived reports showing the performance of 
his own cattle, together with facts and fig- 
ures that represent good standards of per- 
formance in his locality. 


Livestock cost studies were increased in 
1922 to include cost figures on more than 
3,000,000 pounds of pork produced in the 
Mississippi Valley, in addition to day-by-day 
breeding herd and feed lot practices and 
quantities of feed,. pasture, labor and equip- 
ment used on each farm but under different 
management. Results have shown the hog 
producers the influence upon costs and prof- 
its in hog production of such factors as size 
of ‘litter, differing rations, percentage of 
death loss, age of sows, and kind of equip- 
ment. This is the first work of the kind 
ever attempted. 

Costs of dairy production in the impor- 
tant butter-producing sections of New York, 
Wisconsin, Minnesota, California, New Jer- . 
sey, and Ohio, have included relative costs 
and profits under different plans of feeding 
and management, and relative costs and 
profits of producing milk of different 
grades. Study was made in New York to 
determine whether the price margin of high- 
grade milk is sufficient to cover the addi- 
tional expense required to produce milk of 
high grade. 


HE cost work, conducted over a consid- 

erable period, has been greatly accel- 
erated by the agricultural exigencies of the 
past two years. During 1922 costs on all 
important crops for the entire United 
States were gathered. This widespread 
study was made pointed by intensive repre- 
sentative local studies. Wheat production in 
sections of Oregon, Idaho and Washington 
in 1922 could be compared with similar 
earlier studies. South Carolina cotton grow- 
ing is studied especially. Investigators are 
working with the tobacco growers of Ken- 
tucky and Virginia, with the sugar-cane 
growers of Louisiana, with the apple grow- 
ers of the Shenandoah Valley, with the 
peach growers of New Jersey, with the corn 
growers of Illinois, and with the wheat 
growers of Kansas. The chief causes for 
the present wide variations in cost are de- 
termined and shown and, as a result of cost 
analysis, the best combinations of the fac- 
tors of production are worked out. 

In all these studies, facts are adduced 
covering the influence of high standard of 
efficiency in crop and livestock production. 
Analysis of the different cost factors reveals 
their relationship to each other and to the 
total cost. Differences between cash and 
non-cash demands of growing crops are 
clearly determined. Relation of costs to 
prices are traced. Mass meetings to impress 
farmers with the need for more efficient 
farm management to combat the high costs 
of production and marketing are being held 
wherever enough farmers can be assembled 
by extension workers. 

In view of present emergencies, emphasis 
is placed on methods in the field, feed lot, 
and regarding the family table which will 
reduce to a minimum the necessity for direct 
cost expenditures, and especial attention is 
given to the possibility of substituting, so 
far as profitable, those operations and enter- 
prises that can be handled by the feed and 
labor already available on the farm. Re- 
gardless of what, in normal times, is be- 
lieved to be best, farmers are now becoming 
more self-sufficient in all these matters. 


The Change of Aim in Savings 


By CHARLES H. DEPPE 


Vice-President, Union Trust Company, Cincinnati, Ohio 


First Object of the Savings Bank was for the Benefit of 
Savings Have Now Become a Factor in 


the Individual. 
Sustaining Industry. 


Realize It. 


HE American savings bank furnishes 
one of the best illustrations of the 
small beginnings of mighty institu- 
tions. After the breakdown of char- 
ity as a means of bettering the condition of 
poverty-stricken groups in Europe, the sav- 
ings bank proved to be the solution. It had 
its inception in the mind of a minister in 
Scotland, and the field covered by the first 
savings bank was the extent of his parish. 

In America, following the Revolutionary 
War, a number of attempts were made to 
improve living conditions among the poorer 
classes by means of relief associations. 
These, naturally, were limited as to their 
scope and in their success. Since savings 
banks were essentially for the poorer classes 
and for those who had no opportunity to 
invest their earnings in the business in 
which they were employed, no great demand 
arose for the establishment of savings banks 
in America until the advent of the factory 
system. Industrial development even in its 
most elementary form has never been char- 
acterized by steadiness of employment. As 
a result of this situation, even in the earliest 
days, the workers, by reason of having no 
institution into which to put their earnings 
during times of prosperity, found themselves 
in many cases in direst poverty during sea- 
sons of unemployment or in times of phys- 
ical disability. 

The success of the savings bank in Europe 
led to its establishment in America. New 
York, Philadelphia, Boston and Baltimore 
had established mutual savings banks almost 
simultaneously early in the nineteenth cen- 
tury. The increase in the number of sav- 
ings banks kept pace with the industrial 
development east of the Allegheny Moun- 
tains. Up to the Civil War period their in- 
crease was consistent, but following that 
war the rate of increase was accelerated. In 
fact, the regularly chartered mutual savings 
banks controlled the savings bank business 
almost exclusively in the East—north of 
the Potomac—until the collapse in the seven- 
ties of the inflation period following the Civil 
War. When this situation, which had af- 
fected all banks so greatly, had cleared, other 
banks were beginning an activity which, by 
the beginning of the twentieth century, made 
them large factors as receivers of savings 
deposits in this territory, formerly exclu- 
sively served by the mutual savings banks. 


West of the Alleghanies 


development of the country west of 
the Alleghany Mountains did not take 


with it the mutual savings bank. In conse- 


quence savings banking in those sections 
developed in a different form. As a result 
of this situation state banks, national banks 
and trust companies gradually became the 
depositories for savings deposits. Each year 
has seen an increase in the number of banks 
having savings departments; some developed 
under regulatory law, others without any 
specific authorization by law. 


More Complex 


HEN we survey the fields of varied in- 

dustry, from the ranks of whose work- 
ers are recruited the majority of savings bank 
depositors, we realize that no development 
of the past fifty years has been more rapid 
or more difficult of complete understand- 
ing by the small saver or the banker than 
the growth and complexity of the industrial 
system. The sheer physical size of indus- 
trial plants has been a factor in surrounding 
their operations with a veil of mystery. In 
the former years the home was the eco- 
nomic center. About it gathered the indus- 
tries which gave employment to the mem- 
bers of the household. With the develop- 
ment of power machinery, a gradual change 
occurred. The men, and later the girls of 
the family, left home to work in factories. 
The household industries were financed by 
the family savings. The factory system 
could be financed only by the accumulation 
of capital from many sources. 

With the home as the economic unit, family 
concern prevented undue production pressure. 
This care became futile with the development 
of the factory system. Until the various 
states enacted legislation to properly safe- 
guard the interests of the employees many 
abuses developed. These, combined with lack 
of personal contact between employer and 
employee, led to misunderstandings which 
have not cleared with the passing years. 
Philanthropy on the part of the manage- 
ment toward the employees, as a substitute 
for proper compensation, proved inadequate. 
Employee or customer ownership may suc- 
ceed where philanthropy failed. In practi- 
cally every instance economic information 
on the part of the worker has not kept 
pace with the complexities of industrial de- 
velopment. Ignorance of even elementary 
financial truths is rampant. Yet we know 
that the so-called capitalistic system in 
America is secure only so long as the major- 
ity of the people believe in it. 

The economic knowledge secured by the 
executive side of our industries is gained 
as much by participat’on in the management 
as by study. The employee, busy only with 
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Few of those who have Accounts 
Importance of the National Aspect 


in Legislation. 


the mechanical operations, has felt no u-g< 
to secure economic knowledge by study. -\s 
a result the average worker, it would ap- 
pear, understands but little more about the 
fundamentals upon which our economic struc 
ture rests than does his small son in the 
grammar school. 

As a result of this condition, which has 
impressed itself more and more upon bank- 
ers, measures on a scale never before at- 
tempted have been taken by bankers to guide 
their customers in gaining knowledge oi 
elementary finance and economics, which will 
tend to make them more self reliant in busi- 
ness matters affecting their own welfare. 

It must not be thought that savings bank- 
ing hes had a uniform development in all 
parts of the United States. The movement 
naturally began in the East and kept pace 
with the growth of population in its migra- 
tion westward to the Pacific Coast. In the 
South it has lagged most. A survey recently 
made by the Savings Bank Division, Ameri- 
can Bankers Association, indicates that in 
1893 savings business was simply beginning 
in the South. Since that time it has de- 
veloped with greater rapidity than in any 
other section of the country, but the re- 
cency of its inception and the nature of 
southern industries have not enabled it to 
amass the volume of savings that is found 
in those sections where savings banking has 
been practiced since the time of its begin- 
ning in America. 


Without Conscious 
Cultivation 


HE thrift habit, of which savings is 

a product, for years grew without con- 
scious cultivation. Year by year savings 
increased. In the past eleven years savings 
have increased at the average rate of one 
billion dollars per year. The interest re- 
ceived by the savers in the United States 
during the year past was about $700,000.- 
000, being equal in amount to that spent by 
the United States Government for its or- 
dinary expenditures for any year prior to 
that of 1913. 

When we realize that as of June 30, 1923, 
approximately $18,000,000,000, representing 
almost one-half of the reported bank depos- 
its of the country, were in savings deposits 
with over 30,000,000 depositors and a per cap- 
ita savings of $166, it places savings deposits 
as one of the most important factors in 
banking. 

Despite the enormous savings increase in 
the entire United States there is no doubt 
that the importance of savings has not been 
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generally realized by bankers and econo- 
mists. 

From time to time the savings field is 
enriched by a specific development. Such 
is school savings—a product of thrift edu- 
cation—developed through the direct teach- 
ing of thrift in the public schools in America. 
Its progress has been unexpectedly rapid. 
Since 1920 the number of towns using school 
savings systems has largely increased. At 
the close of last year approximately 7000 
schools, with an enrollment of 3,000,000 pu- 
pils, reported almost 2,000,000 participants 
with bank balances of about $12,000,000. 


The Change of Aim 


A. of the first 100 years of sav- 
ings banking indicates an amazing 
change of aim. The first aim of the sav- 
ings bank was purely for the benefit of the 
individual. It was to make the depositor 
self-respecting and in a measure financially 
independent during the periods of depression 
and unemployment. 

As the number of depositors increased and 
the sums on deposit assumed greater and 
greater proportions, a new element entered. 
Savings became a factor of importance in 
sustaining industry. More and more this 


came to be understood, but it is not yet 
fully comprehended by savings depositors 
themselves. 

If our present economic policy is to con- 
tinue, with the number of employees as com- 
pared with the employers constantly increas- 
ing and with these employees exercising a 
greater power in company policies through 
employee ownership, it is essential that the 
employees themselves be educated in those 
principles of economics which bring finan- 
cial welfare to themselves and prosperity to 
the country. 

The participation in savings by the people 
generally furnishes the best education in 
sound and orderly processes of finance and 
government. 

The characteristics of the savings depos- 
itor, wherever found in our country, are 
practically the same, so that in the handling 
of savings accounts, the banker, whether 
operating a mutual savings bank, a state 
bank, a trust company or a national bank, 
is confronted with similar problems. 

This emphasizes the point that in enact- 
ing legislation for the regulation of this 
business and the establishing of practices 
for its development, the matter should be 
viewed from a national aspect, in conjunc- 
tion with local considerations, rather than 


be regarded purely as a state problem or a 
proposition affecting only a certain type of 
charter. 

Despite the enormous uevelopment of the 
savings business just noted, and the benefit 
to be derived in its future enlargement 
through a broader and better understanding 
of the economic factors by both the depos- 
itors and bankers, there is grave danger in 
the enactment of unwise legislation for 
the regulation of this branch of banking. 
We must constantly bear in mind that a basic 
principle of savings is that it shall be con- 
sidered as a time deposit, and any encroach- 
ment on this principle to increase the popular- 
ity of saving, by injecting the thought of a 
demand deposit as applying to this field, 
would be destructive. Ill-matured thoughts 
and partially developed plans should not 
hastily be promoted in any legislative pro- 
gram having for its purpose the better regu- 
lation of this phase of our national pros- 
perity. 

Therefore, extreme caution should be ex- 
ercised in the consideration of legislation 
on this subject to promote successfully, rather 
than retard in any manner the magnificent 
growth of the truly American edifice—sav- 
ings banking. 


Bankers As Our Vice-Presidents 


BANKER has never ascended to the 

Presidency of the United States, but 
three times the nation has honored a banker 
with the next highest office within its gift. 
And, if the Republican party is victorious 
in the November elections, the country will 
have a banker as Vice-President for the 
fourth time. 

Charles G. Dawes, nominated to run with 
Calvin Coolidge under the G. O. P. standard, 
has been actively engaged in banking for 
many years. Although first a lawyer by 
profession, Mr. Dawes was appointed Comp- 
troller of the Currency by President Mc- 
Kinley and held this post from 1898 to 
1901. The next year he organized the Cen- 
tral Trust Company of Illinois and was 
the active head of this bank until January, 
1921, when he became chairman of the board 
of directors and relinquished the personal 
direction of affairs to a new chief execu- 
tive, so that he could become the first Di- 
rector of the Budget under President Hard- 
ing. The Vice-Presidential nominee is the 
author of several books, one of which is 
“The Banking System of the United States.” 
It was this first work, brought out in 1894, 
that was a principal factor in his selection 
for the Comptrollership under McKinley. 

While Mr. Dawes has not started his cam- 
paign with characteristic banking caution, 
he observed at the outset that “this coun- 
try is not suffering from too little talk.” 


AMES SCHOOLCRAFT SHERMAN, 

Vice-President under Taft, was a banker. 
At the time of his selection for this post 
he was president of the Utica Trust & De- 
posit Company of Utica, N. Y. Like Gen- 
eral Dawes, Mr. Sherman was a lawyer in 
his early life, but he became interested in 
banking. He was the twenty-seventh Vice- 
President, and helped to create the first 
trust company in his home city. 


William Almon Wheeler, who served as 
Vice-President under Hayes, was cashier of 
a bank in Malone, N. Y., before he ascended 
to this high position. One of the things 
for which Mr. Wheeler is remembered is his 
course in the House of Representatives 
when the so-called “Salary Grab” Act was 
passed by Congress. Mr. Wheeler, who 
opposed the House voting to raise its own 
remuneration, accepted the increased salary 
and bought government bonds with it. He 
assigned the bonds to the Secretary of the 
Treasury and had them canceled. Thus 
neither he nor any of his heirs could ever 
profit from the legislation which he thought 
highly unethical. 

Levi P. Morton, Vice-President under 
Harrison, entered upon a career of bank- 
ing long before he was elected to this high 
office. He was a descendant of George 
Morton, the financial agent of the May- 
flower Puritans in London. In 1863 Mr. 
Morton started as a banker under the name 
of L. P. Morton & Co. in New York. Soon 
after this time he established a foreign 
branch under the name of L. P. Morton, 
Blair & Company. In 1869 the firm was 
dissolved and reorganized under the name 
of Morton, Bliss & Co. in New York, and 
Morton, Rose & Co. of London. Mr. Mor- 
ton later filled important posts in the diplo- 
matic service abroad. 


HILE not strictly a banker, Garrett 
Augustus Hobart, Vice-President dur- 
ing McKinley’s first term, was interested 
in many banking corporations and served 
in many fiduciary capacities. He was named 
receiver for the First National Bank of 
Newark, which failed in 1880, and accom- 
plished the payment of the bank depositors 
in less than six months’ time. Mr. Hobart 
was a lawyer by profession. 
Although no President was ever a banker, 


many were intensive students of the banking 
laws. President Fillmore, before his elec- 
tion as Vice-President, was Comptroller of 
the state of New York. In his report of 
Jan. 1, 1849, may be found the suggestion 
for a system with the bonds of the United 
States as a basis for the issue of currency. 
This was substantially carried out when the 
National Bank Act came into existence dur- 
ing the early part of the Civil War. 

The Vice-Presidents are America’s un- 
known notables. With comparatively light 
duties, they have a great deal of time to 
study the important questions of the day. 
John C. Calhoun, the eminent South Caro- 
linian who was elected Vice-President in 
1824, years later wrote: “The station, from 
its leisure, gave me a good opportunity to 
study the genius of the prominent measure 
of the day—called then the American system 
(Clay’s bank scheme), by which I profited!’ 


To Beat the Boll Weevil 


The first of several prizes offered by the 
Hibernia Bank & Trust Company for es- 
says on methods of combating the boll weevil 
has been awarded to Charles E. Speed of 
Tallulah, La. The prize was $250. The 
opening sentences of the prize-winning essay 
summarize the whole presentation: “After 
a number of years of discussion pro and con 
as to the best methods for boll weevil control, 
the leading men, farmers, extension workers 
and scientists have all agreed that the most 
essential things to beat the weevil are simply 
good farming methods and calcium arsenate. 
The following eight points will thoroughly 
explain what are the best methods for most 
general use for the entire cotton belt: Fer- 
tile soils, good drainage, well prepared seed 
beds, early planting, early varieties, good cul- 
tivation, good stands, poison. 


Some of the Major Problems 


HE United States has entered upon 

what may be called the season of 

unseasoned promises—the time when 

authorized and unauthorized promises 
on the part of the leading political parties 
are likely to raise unwarranted hopes. 

The rise of the special ‘interest move- 
ment in Washington during the last four 
years, the energy wasted in Congress during 
the last session in debating questions which 
in a company of economists were classed as 
non-debatable, the dangerous strength of in- 
terests intent on getting recognition for pet 
measures, all indicate that there will be 
temptation on the part of party spokesmen 
and party workers to commit themselves 
and their organizations to impossible deeds. 

The magic of having things done by law, 
when one’s friends are in power, is receiving 
a setback in England. There one of the 
outstanding problems confronting all classes 
and all business still continues to be unem- 
ployment. Many enthusiastic labor men be- 
lieved that if the Labor party were in control 
of the machinery of the government, the 
party could set the machinery of trade going 
and give jobs where now it is giving “un- 
employment doles.” 

But the over-enthusiastic are learning that 
there is no short cut to unemployment; there 
is apparently no more magic in the wand 
of one party than in that of another. Eng- 
land has 770,000 unemployed male adults, and 
instead of the work that the over-enthusias- 
tic expected under the new regime, they now 
are candidly and honestly told that the La- 
bor Government “cannot produce rabbits 
from a hat.” 

This frank admission comes across the 
Atlantic at an opportune time. Though 
the admission may not limit rashness of 
promise, it should temper the expectations 
of those to whom promises are made. 
Though there may be plenty of determina- 
tion and the finest of intentions to serve 
particular interests, there will still remain— 
even though acts be put upon the statute 
books—those uncontrollable laws of econom- 
ics which in the end will render special inter- 
est measures mere reading matter as far as 
producing prosperity is concerned. 

That the new party is hedged about by 
the formidable restrictions of its predeces- 
sors and can find no escape from them is 
further revealed by a few lines in the Month- 
ly Review of the London Midland Bank, 
Limited : 

“The first Socialist Government has pro- 
duced a budget which marks no departure 
from the principles of conservative and or- 
thodox finance. The provisions made for 
debt reduction constitute a continuance of the 
policy of the previous Government, no new 
lines of expenditure have been embarked 
upon, while the revisions of taxation have, 
with a single exception, received general 
approval.” 

So it appears that prosperity cannot be 
achieved by a stroke, whether the attempt 
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be made along destructive lines, as has been 
attempted in Russia, or along conservative, 
constructive lines, as has been attempted in 
England and here in America. Individual 
initiative, jndustry and economy should not 
be weakened by arousing great expectations 
from governmental aid. 


A Question for Business 


T° there anything wrong with an educa- 
tional system that produces men 

—alert enough mentally to complete a 
university course; 

—alert enough also to be regarded as 
brilliant ; 

—yet sordid enough to murder like sav- 
ages; 

—stupid and ignorant to the point of be- 
lieving that they could escape detection for 
the crime of premeditated murder in the 
heart of a great city? 

These questions may well be asked by 
Business—because the business of the coun- 
try carries its part of the educational burden 
of the country and because business men 
are constantly turning into the universities 
millions in free gifts. 

Among other things higher education 
usually instills in the student the idea of 
obedience to law. He learns the economy 
and the sanity of adhering to mathematical 
law, to chemistry’s laws, and to various nat- 
ural laws. Then why this contempt in a 
university environment for the laws of hu- 
manity and the laws of the land? 

Education usually instills the idea of use- 
fulness. Then why upon the completion of 
a college course do we find two men de- 
void of the spirit of usefulness and imbued 
with the spirit of wanton destruction? 

That the mentality revealed by the two 
students who are accused of an atrocious 
murder is not the mentality of the average 
college man goes without saying; that the 
two men are as revolting a surprise to their 
fellow students as to the rest of the world is 
beyond doubt. Nevertheless, we cannot shirk 
the responsibility which the case imposes by 
merely stating that it is without parallel in 
the history of education and will never hap- 
pen again. 

Business and education might better join 
forces and ascertain, if they can, whether 
or not the general educational system needs 
orientation. 


Beyond Europe 


HE problem of helping Europe that we 

may help our own business has been so 
close to our eyes since the end of the World 
War that what is going on in the rest of 
the world has had but relatively little atten- 
tion. Yet there are ferments beyond Europe 
as well as in it that may well give us con- 
cern. Notable among these is the ferment 
in China, where government has weakened 
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to the breaking point and millions are in a 
state of unrest. The spirit of nationalism 
which flamed up in other countries during 
the war was kindled also in China. To 
what it eventually may lead no man knoweth 
—a better China, or a great part of the 
habitable globe given over to chaos—a grad- 
ual return to something approximating what 
is normal in the Orient or a recurrence of 
movements which wrought only devastation 
within and without the empire? How much 
civilization has already retrograded is sug- 
gested by a correspondent of the London 
Times in these words: 

“Life in this country at the present time 
is far from happy, either for Chinese or for 
foreigners. Nothing goes well. The busi- 
ness of government, as it used to be con- 
ducted in a loose but not ineffective manner, 
is entirely disorganized. The authority 
of the Central Government has been de- 
stroyed and what has arisen enjoys little 
respect and no confidence. 

“The military rulers in the provinces are 
responsible to themselves alone, with the 
natural consequence that the people are ex- 
ploited in order that provision may be made 
for the inordinate number of soldiers. River 
conservancy, a vital necessity in certain prov- 
inces, is neglected and disasters have occurred 
and will surely increase in number. The 
desire for education, everywhere manifest, 
is thwarted because the funds that should be 
available are diverted. Trade languishes in 
the interior because of the irregular exac- 
tions on goods in transit or the imposition 
of illegal taxation. 

“Capital is ebbing from the provinces and 
flooding the Treaty Ports, where it may be 
invested safely under foreign protection. 
Enterprise is stifled because it is certain that 
nothing can flourish while the Tuchuns are 
waiting to pounce upon the profits. The 
poor farmer never knows when the bandits 
may descend upon him, burn his homestead, 
commandeer his stock, and carry away his 
best wife and prettiest children. Or, worse, 
when the troops, supposed to be hunting the 
bandits, billet themselves on him, taking all 
he has and ravishing his women-folk. Even 
the coolie is never safe, for he is impressed 
to carry for troops and bandits alike, and 
discharged with kicks when exhausted. There 
is no law and, therefore, no security for 
anything or anybody. Such is the position 
today in the greater part of China, and it 
is no exaggeration to say that peace, com- 
fort and happiness have departed from the 
people. 

“The lot of the foreigner is not much 
better. Missionaries in the interior are never 
out of danger, as the numerous cases of 
murder, kidnapping, robbery and burning of 
homes testify. Steamers on certain coasts 
are always liable to attack by pirates, and 
those on the rivers are constantly being fired 
upon either by troops or bandits. Under 
this heading there is a long roll of killed, 

(Continued on page 58) 
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Restlessness World-Wide. Largely Uninformed as to Its Own 


Causes. 


Would Aim. 


Has No Clear Conception of the End at Which It 
Political Methods Have Not Kept Pace With the 


Ideals of Democracy Nor With Changing Economic Conditions. 


ISCONTENT in itself may very 

well be a sign of progress. It 

may mean that men are unhappy 

in their present conditions and 
under their present surroundings, and that 
they would like to make such changes in 
their economic, social and political structure 
as would advance what they believe to 
be their common interest. That may be 
called a sort of reasonable discontent, one 
which understands its- causes and has in 
mind the steps necessary to improve the 
conditions of men. 

But I fancy most of the discontent that 
is abroad in the world just now is of a quite 
different character ; it is restless, it is large- 
ly uninformed as to its own causes; it is 
radical, and at times revolutionary, in its 
expression, and it has no clear conception 
of the end at which it would aim. Now 
that is not a condition peculiar to the United 
States. One of the significant things about 
the time in which we live is that all the 
way from the Ural Mountains to the Golden 
Gate, across all sorts and kinds of popula- 
tion, speaking fifty different languages, 
brought up under fifty different sets of 
conditions and circumstances, something like 
similarity obtains in this matter of dis- 
content. It finds one form of expression 
in Russia; another in Italy; still ancther in 
Germany, in France, in Great Britain and 
in the United States. But at bottom, all 
these seem to be manifestations of one 
and the same thing. I am disposed to 
think that at bottom this discontent is due to 
the fact that our political institutions and 
our political methods have not kept pace 
either with the ideals of democracy or with 
the rapidly changing economic conditions 
which control our modern life. 


The Appeal of Democracy 


HEN the democratic movement, which 

is really only some 300 years’ old at 
most, first manifested itself, it made an 
appeal by its simplicity, its fairness and 
its practicality, which rapidly conquered the 
hearts and minds of men. It was a very 
simple program and one which no man could 
misunderstand. The essence of the pro- 
gram was that all men are politically equal; 
that the establishment of governments and 
the choice of governors rest upon the con- 
sent of the governed; and that in matters 
of practice, where there is difference of 


opinion, the way of the majority must pre- 
vail. These constituted the very simple ele- 
ments of the democratic creed. 

There went with it, of course, the assump- 
tion that all the old distinctions of class and 
rank and privilege were to be broken down, 
and that every individual born into the world 
was to be set free to make the most of him- 
self, according to his intelligence and his 
capacity, and to take his place in the citizen- 
ship of his nation as a free, upstanding man. 
That program was so splendid that it speed- 
ily conquered the hearts and minds of one 
nation after another. It produced the Eng- 
lish and French revolutions. It caught in 
its grip the smaller nations of Europe. When 
our own Constitution came to be written, all 
this was so much taken for granted that it 
was not even discussed. 


Voice of Criticism Heard 


ITH some difficulties, imperfections 

and obstacles, the democratic movement 
went on for perhaps a half century, and 
then the voice of criticism began to be 
heard. There were those, cynical and dis- 
paraging, who insisted that this democratic 
program was of itself false in theory as 
well as unreasonable and impractical. But 
their voices were drowned by the cry of a 
far greater number, who held that democ- 
racy was sound and needed only to be prop- 
erly worked in order to produce happiness 
and freedom for all men. 

This political democracy grew ,out of an 
industrial system which itself was simple 
and well established and had been in op- 
eration for hundreds of years. It was the 
system of individual agriculture, individual 
manufacture, individual transportation and 
individual trade. All that was easily as- 
similated with this new democratic doctrine, 
and all men strove to make the most of 
themselves, to develop their power, to in- 
crease their intelligence, to gain by occupa- 
tion and industry those savings which by 
thrift might become new capital, and so build 
a family, a town, a state, a nation that 
should be secure and lasting and beyond 
the reach of the storms of revolution be- 
cause its social and economic foundation was 
secure. 

Then came what we call the industrial 
revolution. Steam and electricity revolu- 
tionized the economic life of man. These 
brought in their train mass production, the 
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factory system; and these in turn brought 
the great urban community with its call to 
the farm laborer, the farm cultivator and 
the farm dweller, and its new series of prob- 
lems the like of which had never been known 
before—problems of health and housing and 
education and local transportation—all of 
which were new and put a great strain upon 
the structure of government. 


Caught in the Meshes of 
a System 


HE functions of government began to 

multiply. The number of functionaries 
multiplied. The cost of government in- 
creased until finally men found themselves 
caught, despite themselves, in the meshes 
of an enormous bureaucratic system of gov- 
ernmental control that was the outgrowth 
of these new industrial conditions, utterly 
strange to the political theories and ideals 
under which they are working. 

But something happened that was even 
more significant than that. This new in- 
dustrial system speedily divided men into 
groups. They were first the employer and 
the employed. Then these became general- 
ized and personified and spelled with large 
letters as Capital and Labor. The next step 
was to think of these two groups as having 
no common interest in production, but as 
having divergent and contradictory inter- 
ests. These divergent and contradictory in- 
terests must then be settled, if possible, by 
economic means in the economic sphere; or 
if not, then under. econoinic pressure in the 
political sphere. 

The whole tendency of free government 
changed. The content of the law became 
wholly different. The interests that were 
uppermost in the minds of men were new. 
There is no more comparison between the 
statutes being discussed and passed, or not 
passed, by the Sixty-eighth Congress and 
those that were discussed and passed thirty 
years ago, than there is between the America 
which Columbus discovered and the America 
which we know. We are living in an age so 
completely changed from that which our 
grandfathers knew, and that change has 
come about so gradually, that we hardly 
realize either the problems it has brought 
with it or our apparent lack of capacity to 
deal with those problems. 

The moment the notion of class was intro- 
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duced into the democratic state, that moment 
a most dangerous agitation began. No 
longer were men common and equal citizens, 
having the same rights and privileges in 
the social, economic and political life of 
men; but they were the members of a group, 
and that group had primary rights which 
it must find some way to enforce. 


It Happened Abroad First 


HAT happened abroad before it hap- 

pened here. It happened in the old 
Germany of Bismarck; in France imme- 
diately after the establishment of the third 
republic; it began to happen in England; 
it began to happen here. It brought the 
notion that at the bottom society is made 
up not of politically equal individuals, but 
of warring and conflicting groups, blocs, 
sections, trades—whatever you choose to call 
them—and that these men must in some 
way crush their opponents under foot, or 
annihilate them, in order themselves to flour- 
ish. That, of course, is the absolute denial 
of the whole democratic pr-nciple. It means 
that, instead of political equality, there is 
group struggle; instead of individual op- 
portunity, there is class conflict. 

Unfortunately or fortunately, as you like 
to view it, when this movement got well 
under way and needed a program and brains, 
the program and brains were supplied by 
the German communist, Karl Marx, who 
definitely said that this was a sounder theory 
than democracy, and that democracy must 
go down before it. He preached not only 
the necessity of the class struggle, but its 
benefits. Thousands and thousands of men 
have listened to that teaching and, whether 
they know it or not, have deserted faith in 
democracy for some form of worship at 
the shrine of commun’sm. 

It will not do to underestimate the power 
of the enemies of democracy, because they 
are intelligent; they are persistent; they 
have little to lose and everything to gain. It 
is quite customary for us traditional Ameri- 
cans, secure in our sound American faith, 
to wave our hand at these attacks and say, 
“Whatever may happen in other countries, 
we are fortunately protected from that.” 

I wonder whether a great many of the 
proposals, which lately have been most ur- 
gently insisted upon before our national 
legislature and before our public opinion, 
do not represent and reflect in greater or 
less extent the theory and philosophy of 
class struggle, rather than the theory and 
philosophy of American political democracy. 
We must have a care that we do not permit 
the Trojan horse to enter our citadel and 
discharge there the enemies of the demo- 
cratic system, of democratic ideals. 


Cannot Be Met by Words 


T will not do, however, for those who be- 

lieve in democracy to attempt to meet 
this discontent by words or by: mere nega- 
tion. It is necessary for us to recognize 
the fact that these new economic conditions 
have brought about situations with which our 
political institutions must deal. It was Ed- 
mund Burke, I think, who said he had ob- 
served that mankind as a rule was about 
fifty years behind the times in his politics. 
It will not do for us to remain fifty years 
behind the times in our politics if we are 


intelligently to withstand the attacks upon 
democracy which are the outcome of a 
nation-wide and world-wide discontent. We 
must so adjust our political to our economic 
system that we remove as speedily as may 
be any just cause for the belief on the part 
of any man that he is not given a fair 
chance. 

Mr. Lowell, in his geaial way, once de- 
fined democracy as “that system under which 
every man has a fair chance, and knows 
it.” We must be sure that he not only has 
a fair chance, but that he knows it. We 
must be sure that every mature and willing 
worker has the opportunity for permanent 
employment at a reasonable wage; that he 
has ample opportunity for education and rec- 
reation; that he has a share in determining 
the conditions under which his cooperation 
in industry will be given; that he has an 
expectation of sharing in such return as 
there may be after a reasonable wage has 
been paid and after Capital has had that 
reward which will not only pay it for its 
risk, but attract other capital to invest; and 
last, that he shall have opportunity to rise 
in the social, economic and industrial scale 
just as far and just as fast as his intelligence 
and his powers will permit. 

Given all that, together with the provi- 
sion of steady and open: markets for agri- 
culture and cheap transportation to those 
markets, then the modern democratic state 
will have done all it is possible to do to make 
way for its people to prosper and to rise, and 
to ward off the attacks of communism with- 
out plunging into that hopeless morass where 
men are encouraged to believe that by some 
legislative sleight of hand they may all be 
made happy, prosperous, rich and virtuous. 


Leave Something for the 
Individual 


OMETHING will bave to be left for the 

individual to do, and that will be the 
building of his own career and the build- 
ing of his own character. In other words, 
so far as this aspect of the matter is con- 
cerned, discontent can only be removed by 
an earnest, practical and effective demon- 
stration that the great underlying principles 
of political democracy are consonant with 
the solution of the economic and industrial 
problems of today; and that we need not 
send men to worship the strange gods of 
communism in order to deal with those 
problems. 

There is another phase of the matter which 
affects us in the United States very directly. 
There is widespread discontent with our 
own working of our own government. That 
finds expression in many different ways. 
Here are a few of the outstanding reasons 
for that discontent. 

First of all, the complaint is general that 
the nation’s legislature is curiously and al- 
most inexplicably unresponsive to American 
public opinion. In fact, pretty, much every- 
thing is listened to under the dome of the 
Capitol at Washington except public opin- 
ion. Any group, any class, any bloc, any 
salaried lobbyist with a committee and sta- 
tionery is impatiently on the doorstep of the 
Congress day after day and night after 
night. For some reason they get things 
done which the public opinion of the United 
States, manifested in ordinary fashion by 
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the voice of the people at the polls and 
through the press, is unable to get done 

One of the first things we must do to 
remedy our discontent and to make our 
government function better is to bring na- 
tional legislation more directly under the 
will of the people as a whole by making 
it more directly and quickly responsive to 
that expressed will, and thereby and to that 
extent removing it from the control of blocs 
and groups and organized lobbyists existing 
for every purpose under heaven except the 
reduction of the people’s taxes and the effec- 
tive operation of the people’s government. 

Then it is fundamental in our government 
that there is separation of powers between 
the executive, the legislative and the judici- 
ary. That separation I believe to be perfect- 
ly sound in theory, and if properly worked, 
admirable in practice. As a result of the 
developments of the past fifty years, the 
enormously increased mass of our govern- 
mental business, the wide-reaching problems 
and their importance to great masses of 
people, there has been for a long time a 
strange lack of understanding and coopera- 
tion between the executive and the legisla- 
ture. At the time when there were strong 
party organizations, the president of one 
party could depend upon support from his 
compact organization in the legislature. That 
is no longer the case. But apart from that, 
there are matters of public business, matters 
perhaps involving the just right of criti- 
cism and inquiry on the part of Congress, 
which can now be dealt with only by some 
such extraordinary and exceptiunal means 
as we have been witnessing for some months 
past. 


Perpetual Turmoil 


E have an electoral system, which, 

if anyone had set about devising an 
obstacle to public participation in govern- 
ment, could hardly have been improved upon. 
What w:th primaries, conventions, canvasses 
of one sort and another, we are in perpetual 
turmoil, and only those seeking public hon- 
ors and those who have some keen personal 
interest in the outcome are able to keep 
pace with it all. 

Turn to Canada, Holland, Switzerland, 
Great Britain and France, all of which are 
progressive political democracies—no pri- 
maries—no conventions—just one election, 
where the people express finally and defi- 
nitely their will, and their government be- 
gins at once to function. As a result partly 
of our electoral system and partly of other 
causes, there is very small participation by 
qualified voters in the conduct of our gov- 
ernment. 

No stream can rise any higher than its 
source. No government can be more ef- 
fective than the people, whose government 
it is, insist upon making it. We have be- 
fore us and without too much delay—for 
this is a case in which delays may well be 
dangerous—the task of so framing our public 
policy that there will be removed any just 
cause for discontent growing out of our 
changed economic system, and to indicate 
to ourselves and to all the world that Ameri- 
can democracy is not something fixed and 
hard and definite and mechanical; but that 
it is a theory, a principle, an ideal which 
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Payments Will Not Hurt France 


By EDWIN L. JAMES 


Four Defects in the Argument that the Allies Can Be Paid only 
if Their Home Markets are Flooded with German Goods. 
Peril of Germany Cashing France Out of Markets by Selling 
Enough Goods to Make Reparations Payments Is Remote. 


HAT Germany cannot make large 

reparations payments unless she does 

an extensive and favorable foreign 

business admits of no successful con- 
trauiction. While there may be a popular 
lack of appreciation of that truth, it is 
fully recognized by the allied negotiators. 
But to reason from that major premise that 
Germany can make no reparations payments 
except in kind, and that the Allies can be paid 
only if their home markets are flooded with 
German goods and their business on world 
markets seriously damaged by German com- 
petition in building up a favorable trade 
balance, is going to a length the French 
refuse to go. Such an argument, as applied 
to the French claim for reparations, is full 
of holes. The largest holes may be marked 
with the following tags: 

1. German trade balances in all other 
countries, as well as France, would, under 
the Dawes plan, be available for payment 
of reparations. 

2. French trade is of a nature that does 
not greatly conflict with German trade in 
the world markets. 

3. France is largely a self-contained coun- 
try. 

4. German ab:lity to make cash payments 
does not depend entirely on shipments of 
goods, even though it does depend largely 
on her favorable economic balance. They 
are not completely the same thing. 

The AMERICAN BANKERS’ ASSOCIATION 
JourNAL in its June issue, under the title 
Two “Ifs” in the Reparations, Plan, ‘set 
forth the ideas of Hjalmar Schacht to the 
effect, first, that all reparations payments 
must ultimately be in kind and, second, that 
due to unfavorable trade reaction, receiving 
reparations would cost the Allies more than 
the payments were worth. He agreed that 
Germany could raise, within her borders, the 
minimum of 2,500,000 marks a year en- 
visaged in the experts’ plan. 


If Only the Allies Were Hurt? 


O argue that Germany can pay easily 

but that it would injure her creditors 
for her to do so scarcely comes with good 
grace from a Germany which has devoted 
every possible endeavor for four years to 
escape paying. Why did she do that if she 
was able to pay and only the Allies would 
be hurt? But due to his position and his 
evidence of a desire to assist General Dawes 
and his colleagues, the arguments of the head 
of the Reichsbank are worthy of considera- 
tion, especially since in the final negotiations 
for putting the Dawes plan into effect they 
will doubtless be heard. 


Now, of course, other Allies are entitled 
to reparations under the provisions of the 
Treaty of Versailles, but because France's 
share is more than half, and because undoubt- 
edly the English will largely forego their 
claim on Germany in the final settlement, the 
attitude of the French is the determining 
factor in the reparations business. It may 
be stated quite clearly that the French are 
not afraid of being paid by Germany; they 
face qu:te calmly the prospects of any harm 
which may come therefrom, and expect 
benefits. 

The readers of the AMERICAN BANKERS 
ASSOCIATION JOURNAL know that the Dawes 
reparations plan is based on the payment 
by Germans of various forms of taxes, 
which sums in German money are to be 
paid into the New Bank, where they will 
be under the control of a Transfer Commit- 
tee. Allied orders for deliveries in kind 
will call for payments to the German in- 
dustrialists making the deliveries by means 
of drafts on this Allied account in the New 
Bank. The remainder is to be transferred 
into foreign gold credits for delivery to the 
Reparations Commission in the measure it 
may be done without imperiling the standing 
of the German money. Provision is made 
whereby balances abroad of German export- 
ers, which represent, of course, Germany's 
favorable trade balance; incomes from Ger- 
man foreign investments; foreign money 
which may be gathered by the New Bank 
in handling foreign accounts, and other re- 
sources are to be placed at the disposition of 
the Transfer Committee. In other words, a 
German citizen, holding a balance abroad at 
his order, would accept from the New Bank 
German money—which is to be good money; 
with a gold reserve behind it—in exchange 
for his foreign holdings. Generally speak- 
ing, the German exporter would be expected 
to make the products of his sales available 
for reparations transfer; but, since German 
importers must have foreign credits to pay 
for raw materials and other commodities 
brought into Germany, what would be dealt 
with would be largely the excess in value of 
German exports over German imports. 


The Profits Germany Earns 
All Over the World 


T is generally calculated in France that 

one-half of current payments should be 
made in kind and one-half in cash—that is, 
after a preparatory period recognized as 
necessary for the German economic machine 
to get back into good action. 

To argue that under this system France 
would, in reality, have to take all repara- 
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tions payments in kind presents a reasoning 
which would be valid only if Germany traded 
with no other country than France ané 
France with no other country than Germany. 
But, presuming Germany builds up a for- 
eign business which will show a favorable 
balance—and without presuming that, it is 
useless to consider reparations at all—a fa- 
vorable balance resulting from the sale of 
potash in the United States would be just 
as available for use in transferring repara- 
tions payments as a balance in France. Ger- 
man trading with Holland, Sweden, China, 
Australia, England or any other country 
enters into the scheme. It is not a matter 
of the Allies, and particularly France, pay- 
ing money to Germans for their goods to get 
it back for reparations. It is to be the 
profits Germany earns all over the world 
which are to pay cash reparations, through 
the activities of the Transfer Committee. 

Much might be written of the application 
of Herr Schacht’s remarks as affecting Eng- 
land and, in a lesser manner, the United 
States, but so far as France is concerned, 
the peril of German industrial expansion 
chasing her out of the world markets is re- 
mote. France does not export the same 
things as Germany. Rue de la Paix hats and 
Rue Saint-Honoré gowns are not made in 
Berlin. People who buy them in Paris 
this year will buy them in Paris next year 
and the year after, and for as many years 
as Germany will be paying reparations. The 
silks of Lyons cannot be run out of the world 
market by anything Germany can export. 
French exports are essentially de luxe ex- 
ports, representing French labor and skill, 
which fact is eloquently proved by regard- 
ing the commercial figures of France. 

In calculating the position of France, it 
must be remembered that France is largely 
a self-contained country. Her foreign trade 
is perhaps even less important to her than 
foreign trade is to America. Not only does 
she export a special kind of export, but her 
exports are a small part of her national 
business, and threats to her foreign trade, 
even if existent, do not carry the same mean- 
ing as they would to England. She is not 
a free-trade country and is in a position to 
protect herself against German dumping as 
well as is the United States. The Frenclt 
position, that she wants Germany to pay her 
reparations by means of exports to other 
countries, may call for caustic comments 
from the other side of the Rhine, but that 
is just France’s position and, furthermore, 
it is just as reasonable as the American 
position that we wish France to pay us, but 
we put up a tariff wall to prevent her pay- 
ing in goods. 
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Reparations in Kind 


HE 50 per cent of reparations to be 

received in kind do not worry your 
Frenchman. The largest part of that amount 
is included in. the expected German deliv- 
eries of coal and coke, which, so far as 
they have been received, France has suc- 
ceeded in absorbing without noticeable diffi- 
culty. There are other things France has 
always bought of Germany and which she 
can now receive in payment of reparations, 
and if she chooses to use German payments 
for the iron ore the Ruhr must have from 
Lorraine, that will probably offset inconven- 
iences from German imports. 

But it is realized in France that, while 
Germany’s trade balance is a most impor- 
tant factor in the situation, it is not the 
only one. The experts calculated that Ger- 
mans held abroad some eight billion gold 
marks, mostly in investments. The income, 
at 6 per cent, on this amount would be 
almost a half billion marks a year which, 
under the workings of the Dawes plan, would 
be largely devoted to enabling the Transfer 
Committee to make payments in cash to 
the Reparations Commission. If the Ger- 
mans’ annual payments into the New Bank 
for reparations reached 2,500,000,000 marks 
and one-half were set aside to be trans- 
ferred in cash, it can be seen that the in- 
come in Germany’s foreign investment would 
go a long way toward solving the problem, 
without touching the ordinary trade bal- 
ance. In addition there are items of invisi- 
ble export which do not appear on trade 
statistics, as, for instance, shipping income, 
which for a large part is in foreign money, 
and which before the war accounted in con- 
siderable degree in the scheme of German 
trade expansion. 

The French contention that Germany’s 
ability to pay, or rather the ability of the 
Transfer Committee to make payments to 
the Reparations Commission, is not neces- 
sarily limited by the amount her current 
trade statistics may indicate, receives sup- 
port from the observations of the experts, 
for on page 13 of the Dawes report it is 
said “a country’s ‘economic balance’ defies 
exact calculation. The balance, even at a 
given moment, can only be estimated approxi- 
mately, for the invisible exports and imports 
which constitute an important part of it 
cannot be known exactly.” And on page 
42 it is said: “In a country with an eco- 
nomic life such as that of Germany, invisi- 
ble exports may increase more rapidly than 
physical exports, and there may be a growing 
prosperity which is not reflected in export 
statistics.” Therefore, the experts worked 
out a complicated method, calculating the 
index of prosperity which should measure 
the annual total of reparations payments. 


Ways to Accumulate Credits 
Abroad 


O in France it is argued that a prosper- 

ous country finds many ways to accumu- 
late credits abroad. Frenchmen recall that 
prior to the war they invested 25,000,000,000 
francs gold in Russia and 7,000,000,000 francs 
in Turkey, and certainly no French trade 
statistics ever indicated an ability to trans- 
fer this much wealth abroad out of export- 
ers’ foreign balances. 


It is also recalled that after the Civil War 
immense sums of European money were used 


‘in the development of the United States, 


and it is argued this money did not go across 
the Atlantic entirely in the form of goods. 
One frequently hears it argued here that be- 
fore the World War France had credits all 
over the world, which she built up largely 
following the Franco-Prussian war. These 
citations are used by Frenchmen to support 
their contention that, if Germany really gets 
back to work like she was before the war, 
she can pay reparations, and she can pay 
half in cash. That this cash must come 
from German trading with other nations, as 
well as France, is regarded here as no hard- 
ship on anyone, since obviously, Frenchmen 
say, people will buy from Germany only 
what they want. I have already explained 
why the prospect of Germany’s underselling 
competitors in world markets does not par- 
ticularly worry the Frenchman. There is 
no denying it worries the Englishman, but 
we are here dealing with the French atti- 
tude. 

It is not meant to convey the impression 
that the prospect of a Germany with a re- 
established world economic position does not 
cause the French to think. They do not like 
the prospect, but their dislike of it does not 
come from the fear of being flooded with 
German goods. It comes from the fear 
that a Germany economically strong would 
be a Germany militarily strong, and that 
eventually France, with less than 40,000,- 
000 people, will find herself again face to 
face with an armed Germany of perhaps 
more than 70,000,000. But the French do 
not believe that a solution of the problem 
lies in giving up reparations. With their 
government facing serious financial difficul- 
ties largely caused by borrowing money at 
home to rebuild the devastated region, it 
has been, and promises to continue to be, 
their policy to demand the payment of repa- 
rations as a sine qua non of their reestab- 
lishment of fiscal solidity and to take care of 
their security by alliances with their friends. 
Indeed, with or without alliances, it is the 
belief of most Frenchmen that security lies 
in enforcing the payment of reparations, be- 
cause without the reparations debt, Germany 
would be the real victor of the World War, 
the only nation to come out of that struggle 
without money cost, since the debacle of the 
mark wiped out the German domestic war 
debt. 


France Will “‘If”’ 


S to Herr Schacht’s fear as to whether 

or not German payments would really 
help France if she got them, the French are 
quite clear and concrete. They have bor- 
rowed and intend to borrow, for recon- 
struction purposes, from their own people 
considerably more than 100,000,000,000 paper 
francs, which represents a sum in excess of 
the 26,000,000,000 gold marks they have fixed 
as the minimum they will accept as their 
part of reparations. The Dawes commit- 
tee calculated Germany could pay a mini- 
mum of 2,500,000,000 gold marks a year, 
with a maximum of perhaps 3,500,000,000 
marks. France’s 52 per cent share would 
just about take care of the service of her 
reconstruction debt. By the sale of Ger- 
man coal and coke and other products to 
her industrials, she can realize part of this 
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sum; the remainder she wants in cash. 
Herr Schacht’s idea that it might be better 
for Frenchmen to keep on shouldering this 
debt may or may not be right; but, anyhow, 
France intends to try the other way and let 
Germany pay it. 
Naturally a great deal of attention has 
turned upon the new French government, or 
rather the new Chamber majority, to ob- 
serve what would be its attitude on the 
reparations issue. The victory of the French 
Left in the lower house and the resulting 
dethronement of Premier Poincaré, together 
with the ousting of President Millerand, 
would, on the surface of things indicate a 
change, since the foreign policy of Millerand 
and Poincaré was based on a policy of firm- 
ness toward Germany, the most widely no- 
ticed feature of which was their determina- 
tion to hold the Ruhr until Germany had 
paid in full the 26,000,000,000 gold marks 
demanded by France. But the change in 
French policy toward Germany will be less 
than might have been expected. The leaders 
of the new majority, headed by Edouard 
Herriot, will not move to reduce repara- 
tions, at least until it has been established 
that Germany cannot meet the conditions of 
the Dawes report. This plan will form the 
basis of the new French policy on repara- 
tions, and requests from Germany for a re- 
vision of the total would almost certainly 
be met with the reply that, first of all, the 
Dawes plan must be given a fair trial. If 
it shows Germany can pay enough to give 
France, through her share, 26,000,000,000 
gold marks, there will be no reduction; if 
it is shown Germany cannot meet the Dawes 
plan, the matter will be reconsidered. 


The Issue of Security 


S for the Ruhr, there is a basic differ- 
ence in the policy of the new majority 
and that of the Bloc National. Poincaré 
purposed to stay in the Ruhr until France 
was entirely paid; the new majority will 
agree to evacuate the Ruhr as soon as Ger- 
many has convinced them she intends to try 
to carry out the experts’ system. Herriot, 
Briand, Painlevé and other leaders of the 
Left were opposed to the occupation of the 
Ruhr, but once it was undertaken they sup- 
ported Poincaré in carrying through the ex- 
periment. As they now see it, collecting 
reparations by exploiting the Ruhr was one 
system, which is now to be abandoned in fa- 
vor of another system—namely the Dawes 
system. While it was necessary to. have 
troops in the Ruhr while France and Bel- 
gium were exploiting it, they see no neces- 
sity of the troops when the other system 
is in operation. It will be recalled that 
Poincaré agreed to give up the exploitation 
of the Ruhr to permit the Dawes plan to be 
put into effect, but he insisted on keeping the 
troops there as a guaranty of German good 
faith, The new leaders are willing to trust 
Germany to a greater extent than Poincaré. 
It is one of the main planks of the Left 
platform that the military forces of France 
should be reduced, and so, inevitably, their 
leaders’ attention turns to the issue of French 
security. Building their hopes of obtaining 
security upon the League of Nations, they 
wish Germany to become a member at the 
first opportunity—which will be at the meet- 
ing of the League Assembly in Geneva in 
(Continued on page 34) 
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Putting the Breath of Life 
Dead Money 


By REUBEN A. LEWIS, JR. 


Mutilated Money and Charred Liberty Bonds Worth Nearly 
Four Million Dollars Annually Redeemed by Treasury Experts. 
Crestfallen Men and Stricken Cities Put On Their Feet By This 
Unusual Group of Government Workers. Many Pathetic Cases. 


OBBING hard luck of its sting is 
the job that the United States Gov- 
ernment assigns to one of the most 
interesting, if unsung, group of 

workers on the Federal payroll. 

For, out of the mutilated, mangled, torn 
and charred notes and securities—nearly all 
tokens of the little tragedies of life that 
the loss of money brings—they patch to- 
gether the surviving remnants or discover 
in the remaining fragments enough identify- 
ing characteristics to justify redemption on 
the part of the Treasury. It is nothing short 
of amazing to see how these mutilated-money 
experts reconstruct from what appears to 
be a few shreds of charred paper, or a mass 
of red and yellow scraps, something that 
may be recognized as an erstwhile piece ot 
American currency, or an interest-bearing 
bond. 

There is hardly ever a disaster of any 
moment that does not result in the loss of 
money or securities through fire or flood. 
Just now at Washington the experts are en- 
deavoring to identify charred bills and Lib- 
erty bonds that were partially destroyed dur- 
ing the earthquake in Japan. Even the 
debacle of the mark has left signs behind, 
for when the mark collapsed and the Ameri- 
can dollar circulated widely in Germany, 
an unscrupulous band of note-raisers made 
hundred dollar bills out of our one dollar 
notes by the mere expedient of pasting 
100 where 1 had been before. The unfor- 
tunate Germans, eager to get our dollars, but 
unfamiliar with their characteristics, ac- 
cepted the raised counterfeits, so the balance 
of exchange plunged lower. 


Claims for Losses 


VERY day at the Treasury 100 or more 

letters and boxes arrive, containing ap- 
peals for the redemption of damaged money. 
Almost as many parcels are received in the 
Claims Section of the Division of Loans and 
Currency, where some unfortunate holder of 
a Liberty Bond or some other interest-bear- 
ing security recites how the bond was burned, 
damaged or destroyed. As might readily be 
imagined, the stories, in many cases, take a 
tug at your heart strings because a little 
sum of accumulated money, often represent- 
ing the savings of a lifetime, has frequently 
gone up in smoke or has rotted in a mouldy 
hiding place. Rats manage to sneak away 
these valuable notes or bonds to their nests to 
be chewed into infinitesimal particles by their 


sharp little teeth. Torn into many shreds 
by machinery, caught in a threshing machine, 
washed in a laundry mangler, run over by a 
railroad train—legion are the ways in which 
thousands of United States notes and bonds 
are mutilated. And probably due to the in- 
born belief in the fairness of Uncle Sam, al- 
most as many different kinds of appeals for 
redemption have reached the Treasury to be 
passed upon by the little band of experts 
who act upon the claims. 

While the exact figures on the redemption 
of mutilated and damaged currency ‘are not 
compiled, it is estimated that the Treasury 
redeems about $300,000 annually, of which 
one-third represents burned money and the 
remainder mutilated currency. The redemp- 
tion of Liberty Bonds and other interest- 
bearing securities runs into much higher 
totals, because the value of each piece gen- 
erally exceeds that of a silver or gold green- 
back or currency certificate. The govern- 
ment last year replaced $489,400 in mutilated 
currency and replaced $3,546,700 in bonds, 
notes and Treasury and War-Savings certifi- 
cates that had been lost, mutilated or de- 
stroyed. Thus the nation’s bill for its care- 
lessness and hard luck runs into the mil- 
lions annually, but, by virtue of the skill 
of these experts, it is greatly reduced. 


The Life of Money 


i life of paper money is short, and 
during the time of circulation it runs the 
hazards of wear and tear. Finally the notes 
are sent back to the Treasury to be retired 
and replaced by fresh, crisp notes, which 
have just come from the Bureau of Printing 
and Engraving. At the Treasury more than 
a million dollars in these notes of various 
denominations are sent in daily for redemp- 
tion. Before the money is consigned to the 
macerators that grind the distinctive notes 
into a pulp, it is counted, assorted and iden- 
tified as bona fide. About one note in 
every million is a counterfeit. So the women 
counters must be ever vigilant—for if they 
pass a counterfeit and a good note is issued 
to the bank in its stead, the government re- 
quires them to make good its value out of 
their modest pay. Notes of all issues counted 
and assorted amounted to $2,140,180,797 dur- 
ing the fiscal year 1923. Not all of the 
notes sent in for redemption are retired, 
for about one in ten is found to be fit for 
use and returned to the banks of issue. The 
torn notes are carefully pasted together and 
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segregated. Occasionally one of the notes 
of the early issues—the old “shin-plasters” 
or the Civil War note issues dating back 
to 1862—comes in for redemption. Before 
new money is issued in exchange for these 
ancient notes which enjoyed a free circula- 
tion sixty years ago, they are passed along 
to the experts for inspection, since artful 
counterfeiters were not idle even in the good 
old days. 

The experts in the Treasury vouchsafe the 
information that there have been 778 differ- 
ent counterfeits brought to light, and in view 
of the fact that there have been 483 differ- 
ent issues of notes, with more than 100 dif- 
ferent designs on their faces, it is not such 
an easy matter to know, at first blush, a 
legitimate note. While most of the counter- 
feits are easily detected by the inferiority 
of the engraving, the difference in the dis- 
tinctive note paper, or some other variance 
from the “good” note, there has been at 
least one spurious note of the $20 denomina- 
tion that would defy anything except the 
most expert and minute scrutiny. One of 
the Treasury experts candidly confessed that 
the $20 note would pass without question in 
nearly any bank in the country. 


Note-Raisers’ Heyday 


UST now the note-raisers, rather than 

the counterfeiters, are in their heyday. 
Most of the work is so crude, however, that 
it is readily detected. The numerals of the 
crooks superimposed on the smaller num- 
bers are generally obtained by tearing off 
an end of a bona fide gold certificate or note 
and pasting these on the bills of lower value. 
A dexterous counterfeiter can split a note, 
separating the face from the back, without 
much difficulty, but happily the light-fingered 
gentry are generally not so meticulous and 
expert. A curious fact is that only the face 
of a note is deemed to have any value— 
what is on the back doesn’t count. 

The most pronounced weakness of the 
teller—if you will accept the view expressed 
by the experts—is his failure to associate 
the denomination of the bill with the portrait 
engraved upon it. It was with the motive 
of checking the bill-raisers that the Treas- 
ury prepared in 1923 its new designs for 
paper currency, so that the public might 
know that Washington’s portrait appeared 
on the $1 bill, Lincoln’s on the $5, Jackson’s 
on the $10, Cleveland’s on the $20, Grant’s 
on the $50 and Franklin’s on the $100 notes. 
When the public and bankers become edu- 


AMERICAN BANKERS ASSOCIATION JOURNAL 


July, 1924 


cated to the simple means of determining 
the class and denomination of this new series, 
and the many designs and classes now in 
circulation are eliminated, the experts think 
the note-raisers will be checkmated. 

There are joys and glooms in the lives 
of the redemption experts, for on many 
occasions their decisions spell happiness or 
sorrow for the unfortunates who have lost 
money. These experts have been able to put 
a city back on its feet. But, of course, there 
can be no guess-work. The regulations are 
strict and, in all cases, the verification must 
be absolutely without question. The frag- 
ments of currency must be of such size as to 
enable the experts to identify the damaged 
notes, as to kind and denomination, and if 
national bank or Federal Reserve notes, as 
to the bank of issue. 

For in the formal words of the Treasury, 
the rules governing the redemption of paper 
currency are: 


“United States notes, Treasury notes of 1890, 
fractional currency notes, gold certificates, silver 
certificates, national-bank notes, Federal Reserve 
notes, and Federal Reserve bank notes, when not 
mutilated so that less than three-fifths of the 
original proportions remain, will be redeemed at 
their face value in new currency. When mutilated 
so that less than three-fifths, but clearly more than 
two-fifths of the original proportions remain, are 
redeemable by the Treasurer only, at one-half the 
face value of the whole note certificate. 
Fragments not clearly more than two-fifths are not 
redeemed, unless accompanied by the evidence 
required in paragraph 11. 

‘Fragments less than three-fifths are redeemed 
at the face value of the whole note, by the Treas- 
urer only, when accompanied by an affidavit of the 
owner or other person having knowledge of the 
facts that the missing portions have been totally 
destroyed. The affidavit must state the cause ana 
manner of mutilation, and must be subscribed and 
sworn to before an officer qualified to administer 
oaths, who must affix his official seal thereto, and 
the character of the affiant must be certified to uc 
good by such officer or some one having an official 
seal. Signatures by mark (X) must be witnessed 
by two persons who can write, and who must give 
their places of residence. The Treasurer will 
exercise such discretion under this regulation as 
may seem to him needful to protect the United 
States from fraud. Blank forms for affidavits are 
not furnished. The department can not make 
reimbursement for currency totally destroyed.” 


After the money has been identified and 
paid by the Treasury, the expert must stand 
any loss which has been sustained by her 
mistake. Even the late Mrs. Amanda E. 
Brown, appointed by General Grant in 1875 
and the first head of the division of mutilated 
money, had to make good for her own slip. 
During her forty-one years of service she 
had to refund twenty-five cents! 


The Famous Mrs. Brown 


RS. BROWN, in the sphere of muti- 
lated money, occupies just about the 
same place in the history of the Treasury 
Department as Alexander Hamilton does 
among the former Secretaries of the Treas- 
ury. At the time of her death she had earned 
the reputation of being one of the world’s 
greatest experts in this highly specialized 
field. One of her principal understudies was 
Miss Bertha Sherfy, so when Mrs. 
Brown passed away her former aide became 
chief of the division, and for the past six 
years Miss Sherfy has been solving the 
puzzles of mangled money and discovering 
intrinsic value in what to the layman would 
seem to be worthless ruins. So great are 
the demands made upon the government for 
‘this expert aid that the chief has two other 
assistants—Mrs. Georgia Dorsey and Mrs. 
Bernice Melson—to pass upon the claims for 
mutilated money. 
There is probably no position in the Fed- 


eral Government which affords more interest 
and satisfaction than that of a mutilated- 
money expert, and there is .seldom seen 
greater enthusiasm than evinced by these 
truly remarkable women. 

And likewise there is probably no place 
in Washington where tradition is richer than 
in the Treasury, in whose corridors money 
counters handle a million dollars or more 
of currency every day and prepare the dirty, 
unfit money for retirement. To the writer 
an old wheelbarrow was pointed out which 
was in service when the chief of the division 
started to work in the self-same room forty- 
one years ago. The employees stick to their 
jobs for scores of years, and the visitor 
might observe many white-haired women 
counting the little bundles of bills and cer- 
tifying the tallies. 


Ruining a Million Dollars 
a Day 


ERE also may be seen one of the most 

unique characters in the government 
service—a man who doesn’t earn his pay of 
less than four dollars a day unless he ruins 
a million dollars of perfectly good money! 
Perched high on a stool in front of a busy 
machine may be observed a dusky individual, 
who takes piles of a hundred bills, one after 
the other, and punches four holes in each 
note. Before the money is sent to the mac- 
erators to be ground into a pulp, this step 
is taken in the process of cancellation. It 
is the darky’s job to ruin the money. 


Interesting Redemptions 


T the time of the great San Francisco 

fire, when so many of the safety vaults 
failed to keep the currency and securities 
safe from the withering flames, there was 
a vast amount of charred currency sent in 
to Washington. By virtue of expert knowl- 
edge and careful discrimination, Mrs. Brown 
and her assistants were able to replace the 
larger part of the money that was sup- 
posed to have been lost. 

The most effective gesture of the high- 
rolling spendthrift desiring to proclaim to 
the more provident world his utter contempt 
for money has been to light cigars with 
yellow-backed bills. ‘Money to burn’—as 
they say. If the remurseful high-roller 
could prove that the money went up in flames 
accidently, and should preserve the burned 
remnants of the bill, the government’s ex- 
perts doubtless could identify it and issue a 
brand new note, of the same denomination, 
in redemption. But, if course, the Treasury 
will not redeem money when it has been de- 
stroyed purposely, as it does not place a pre- 
mium on frivolous destruction of currency. 

Not long ago there appeared at the Treas- 
ury a heart-broken, crest-fallen man, with 
a look of despair in his eyes and a smoke- 
besmirched money box clutched in his hands. 
He recited a pitiable tale. Although he had 
come to this country as an emigrant, by dint 
of hard work he had managed to save enough 
money to become a small contractor. On the 
day before a holiday, he had gone to the 
bank to draw out enough money to meet 
a large payroll for the workers, who were 
building houses under his direction. The 
money—$3,540 in all—represented practically 
the savings of all his years in America. 
Hiding it in a place of presumed safety in his 


home, he went to the hospital to visit his 
stricken wife. During his absence the house 
was swept by fire, and when he came back 
his gaze met only smoldering ruins. 

The flames which had reduced the houses 
to ashes seemingly had licked up his whok 
fortune—for when he found the strong box, 
the yellow-backed bills had been burned to 
black crisps. With faint hope the foreigne: 
turned to Washington as a last resort. Ajte 
the experts had pasted the blacken fragments 
of the notes on the backing of waxed paper, 
the size of the complete bill—as is their cus- 
tom in all cases—they managed to identify 
$2,900 of the burned money. ; 

“Now I can live again,” the grateful fo-- 
eigner repeated over and over again, as he 
expressed his heartfelt thanks to these ex- 
perts, who were transformed in his eyes to 
angels of mercy. 


A Lifetime’s Savings 


ECENTLY an iron box, visibly warped 
by fire and blackened by smoke, ar- 
rived at the Treasury, along with a most 
pathetic letter. It was couched in the home- 
ly phrases of the Virginia backwoods and 
recited that the ashes and charred contents 
of the box once had been $1,800 in United 
States currency and represented the life sav- 
ings of a couple, who had exceeded the ample 
span of years mentioned in the Holy Writ 
by nearly another half-score. The iron box 
had been secreted in the chimney where, 
with the protection of a few bricks, the 
old couple thought it would be safe from 
the fire that was kindled from the pine logs. 
However, upon opening the box, they found, 
to their extreme sorrow, that the yellow- 
backed bills had lost their color, the long 
crisp linen notes had been reduced to ashes, 
and there remained scarcely anything that 
might seem once to have been legal tender. 
The case looked hopeless—even to the 
experts who had gone over thousands of 
previous exhibits—for ashes cannot be re- 
deemed. Touched by the pathos of the let- 
ter and conscious of what an unfavorable 
report would mean to the old couple, the 
chief of the division worked laboriously to 
find enough particles among the ashes to 
warrant the issuance of good money for 
the seeming mass of carbon. A check for 
$600 was sent to the aged couple, who were 
thankful for even such partial restoration. 
There is nothing very funny about the loss 
of money, any way you look at it. But 
occasionally there is a humorous twist, some- 
what like the experience of the hunger- 
stricken tramp who spied a meal ticket on 
the sidewalk outside a restaurant. Just as 
his eager hands reached for it, a farmer, 
wearing hob-nailed shoes stepped on the meal 
ticket and punched out all of its value. 
In this mutilated currency business there is 
a seasonal flow. In the spring when the farm- 
ers start plowing up their lands, the Treas- 
ury receives a number of dilapidated bills— 
notes which have inadvertently dropped from 
the pockets of the tillers of the soil and have 
been buried. A tidy sum is restored to the 
farmers, who turn up money as they turn 
over furrows. 


The Valuable Pigs 


UST outside the office of the Treasurer 
J of the United States in Washington, there 
is a glass case in which are exhibited sam- 
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ples of mutilated paper money to show just 
how adroitly and cleverly the experts work. 
In this case there is displayed a $5 bill with 
a legend explaining that it was partly con- 
sumed by a pig. The history of the case 
is that a Missouri farme: was leaning over 
a pen, feeding his swine. His purse slipped 
out of his pocket and fell among the pigs. 
Discovering his loss a few hours later, the 
farmer searched the pen and found his purse, 
but the bills had been devoured by the pigs. 
Inasmuch as the greenbacks, then resting 
somewhere in the innards of the swine, were 
worth more than the pigs, the farmer called 
in his neighbors, slaughtered the entire pen 
before nightfall and recovered the partially 
digested remains of the notes. The Treas- 
ury later sent him $300. 

Perhaps one reason why the experts find 
such zest in their work is because they are 
informed of the circumstances surrounding 
the mutilation of the money. These cases 
are just laden with what we term “human 
interest.” In the same glass case, for in- 
stance, there is another $5 bill, assembled 
from more than 100 pieces. <An_ insane 
woman tore it to bits. There is a $10 green- 
back, which is yellow. It fell into a chemical, 
and the alkali turned it into a yellow-back. 
Another curiously wrecked bill shows what 
prolonged burial in a tin can will do to 
a perfectly good $10 bill. 


Believe It or Not! 


NE simply cannot believe one’s eyes 

about money. The writer was shown 
a dollar bill that was not more than five 
inches long, while another was fully nine 
inches long—and the expert stated that both 
were bona fide. It seems that the under- 
sized bill fell into lye and was shrunken by 
the acid. The nine-inch bill, the longest dol- 
lar in captivity, had fallen under a steel 
roller and was elongated to this extent. 

It seems that mutilated money is invariably 
linked with the tragedies of the world, for 
the figures in these disasters generally have 
money upon their person. Shell-torn Ameri- 
can money was found on the fallen dough- 
boys in France; from far-off Japan scorched 
bills are being presented for redemption; the 
experts have identified currency carried by 
the crew of the ill-fated Roma when the 
dirigible was consumed by flames; a charred 
bill-fold, containing a large sum of money, 
found upon the burned corpse of a fire- 
victim, was presented recently at the Treas- 
ury and hundreds of dollars redeemed. 

Two bushels of ashes, scraped from the 
ruins of a burned house in Tango, West 
Virginia, were shipped to Washington, ac- 
companied by the request that they be ana- 
lyzed to disclose about a hundred dollars 
that had been in the residence at the time 
of the fire. No trace of the money was 
found, however. 

While every application for the redemption 
of mutilated currency must be accompanied 
by an affidavit, setting forth a truthful story 
of how the loss was sustained, the recitals 
frequently fail to come within the range 
of “the truth, the whole truth and nothing 
but the truth.” Not long ago, a mass of 
fine particles of a bill was received. The 
affidavit recited that rats had eaten the 
bill, which was of the $10 denomination. 
The experts, in pasting the pieces on waxed 
paper, recognized finger-nail prints and failed 


to observe the tell-tale gnawing by the fine 
teeth of rodents. The bill was readily rec- 
ognized as a one dollar bill. The evidence 
was forwarded to the secret service. 


How the Experts Work 


HE method by which the experts de- 

termine just what part of the money re- 
mains is unique. A piece of isinglass, ex- 
actly the size of a bill, is divided into forty 
squares. This glass is placed over the re- 
maining parts of the mutilated note, the 
pieces having been mounted on paper, over- 
laid with a thin waxed sheet. If the rem- 
nants fill twenty-four of the squares—three- 
fifths of the note—the Treasury redeems 
at face value; if more than sixteen and less 
than twenty-four squares are filled, half 
value is given. The regulations declare that 
any part of a bill, less than two-fifths, is not 
redeemable, unless proof is submitted show- 
ing that the other three-fifths were destroyed. 

The government throws every safeguard 
around the restoration of its currency. The 
falsifiers have little chance of profiting from 
their seemingly well-laid plans for fraud, be- 
cause a careful record is kept of the num- 
ber, denomination and bank of issue of 
each bill redeemed. 

Not long ago one end of a $10 note was 
presented at the Treasury with an affidavit 
recounting that the other part had been de- 
stroyed by fire, only quick work by the 
owner preventing the destruction of the bill. 
Within a few days the maker of this affh- 
davit was interviewed by an agent of the 
secret service and later indicted for seeking 
to defraud the government. For upon re- 
ceipt of the claim, the experts opened up 
the file, in which records are kept of all 
partial bills redeemed, and found that the 
missing part of the $10 bill had been re- 
deemed four years previously. 

A Federal Reserve bank recently requested 
the Treasury to cast a vigilant eye on the 
notes of a certain issue, because it had been 
presented with an unusually large number 
of notes with the ends missing. Knowing 
that the Treasury replaces without question 
notes when less than two-fifths were missing, 
the bank did not- hesitate to hand over new 
notes for the torn bills. In due time the 
ends of the mutilated notes were sent in to 
the Treasury with claims for the face value 
on the grounds that the rest of the currency 
had been destroyed. Evidence was readily 
obtained showing that an employee of the 
bank had been tearing off the ends of the 
notes in the hope of redeeming, them by 
swearing the rest of the bills had been burnt 
up. 

While the majority of the affidavits which 
accompany the claims are truthful, some of 
the affiants are surprisingly economical in 
the use of the truth. 


Liberty Bond Losses 


LAIMS on account of losses or destruc- 

tion of all government bonds and other 
interest bearing securities have increased 
since the war-time urge made almost every 
American a Liberty Bond owner. Seven 
years ago one amazingly capable woman— 
Miss R. L. Lindsey—handled all of the 
caveat work. Today she is the manager of 
the Claims Section, which deals with the 
mishaps of bond-holders, and there are about 
135 employees working under her direction. 


While the Treasury will not coxsider 
claims for money which has met with total 
destruction, it will issue duplicates of inter- 
est-bearing bonds when it appears “by clear 
and unequivocal proof” that the bond has 
been destroyed. However, the government 
requires the person obtaining relief to give 
a bond of indemnity, so that it may be fully 
protected should the original bond ever be 
presented. As might readily be imagined, 
the greatest number of appeals for relief 
comes from those who have lost their Lib- 
erty Bonds or have had them stolen. To 
this class the government can give no com- 
fort unless the securities are in registered 
form, for United States bonds and notes in 
coupon form are payable to bearer, and thus 
the Treasury has no antidote for these mis- 
fortunes. 

In assembling the charred parts of a Lib- 
erty bond or patching together the mutilated 
portions of a Federal interest-bearing secur- 
ity, the work of the same expert eye, so 
much in evidence in the examination of 
money, is to be observed in this section 
also. The same heart-throbs beat through 
the recitals of the misfortunes. The chief 
expert, Mrs. Josephine E. Yarbrough, a 
soft-voiced woman of the old school, will 
admit that she “just loves” her work, for 
all the little quirks of human nature crop 
up in it. While the Liberty bonds are but a 
few years old, there are about 150 active 
issues of interest-bearing securities whose 
characteristics the experts must know. 

There are—if you will accept the word of 
the Treasury Actuary—8000 misers in the 
United States. Recently the claims section 
uncovered a queer little case, in which the 
pique of an old recluse nearly deprived h’s, 
heirs of a neat fortune. It all came to light 
when a batch of weather-beaten bonds of an 
old issue, in a decrepit condition after their 
long hiding, were sent in for redemptio:. 


The Secretive Recluse 


T seems that the old recluse, at outs with, 

his family, was known to have had a 
fortune secreted away somewhere. To his 
dying day he refused to tell any of his rela- 
tives where it was hidden. After his death 
his heirs ransacked the littke New Hamp- 
shire farmhouse, searching for the supposed 
fortune, but the quest was in vain. Years. 
later when the structure was being demol- 
ished, the house wreckers found a tin box 
in a cleft in the chimney. Upon opening 
it they discovered the remains of fourteen 
bonds hidden forty-five years previously. 
When identified by the Treasury experts, 
duplicates were issued. 

A dirigible balloon running wild afforded 
the bond expert many hours of work. The 
dirigible, starting from a field in Ohio, got 
out of control and crashei through the roof 
of a Chicago bank, killing several workers 
and setting fire to the building. A bundle 
of Liberty bonds was ignited and almost 
wholly destroyed. What remained of the 
Liberties was sent along to Washington; 
58 of the 95 were identified so positively that 
duplicates were issued without requiring an 
indemnity bond, while the bank’s claim for 
the others was allowed in full. 


_— town was helped by the bond 
and mutilated-money experts of the- 
Treasury a few years ago, when the city 
(Continued on page 31) 


What Chance Has the Farm Child? 


By C. B. SHERMAN 


To Those Who Think Farm Life Means a Checkered Career 
the Achievements Credited to Two Obscure Communities 


Make an Eloquent Answer. 


The United States Government 


Has a Department Devoted to Finding Benefits of Farm Life. 


OR the greater part of two decades 
the nation has heard, in season and 
out, of the drawbacks, limitations and 
tragedies of rural life. The farmer 
and the farmer’s family have been pictured 
as the helpless victims of a hopeless system. 
Farm life unquestionably has its very real 
and very vital problems, but “searching out 
the defects of country life has now gone 
far beyond the point of usefulness,” says 
Charles J. Galpin of the Division of Farm 
Population and Rural Life, in the United 
States Department of Agriculture. “It is 
time we point out the good things of country 
life and encourage them to grow and multi- 
ply. No more powerful stimulus could come 
to rural social development than such encour- 
agement conducted on national lines.” 

Doctor Galpin affirms that his optimism 
has a strong foundation, based on a study 
of the past achievement of our country- 
bred forbears. He does not fail to recog- 
nize distressing present rural facts, but he 
sees among these facts sure clues to better 
days. Even in remote places echoes of Doc- 
tor Galpin’s call to hopeful optimism may be 
clearly discerned, and even in remote places 
can we find the clues on which he bases his 
faith in the future. 

Down in Texas W. E. Garnett, head of 
the State Department of Rural Social Sci- 
ence, is pointing out the best examples of 
rural social institutions, organizations and 
enterprises in that great state. The agricul- 
tural press, farm and civic associations is 
helping him to compile a carefully selected 
list. From this list outstanding examples 
are chosen for first-hand study of methods 
of accomplishment, that other communities 
may learn the way. 

Louisiana is another state which has a 
study of outstanding community enterprises 
under way; Arkansas is another. Illinois, 
New Jersey, Virginia and the state of Wash- 
ington are furthering localized studies of best 
rural institutions. All of these studies are 
designed to be constructive in character, fur- 
nishing a method of erecting standards of 
institutions. 


Rise of 100 Negro Farmers 


F special significance are the studies 

made by Hampton Institute of the best 
negro rural institutions in Tidewater Mary- 
land and Virginia. The communities of 
Ebenezer, Ruthville and Little Forks, have 
been studied and the results published. Al- 
len B. Doggett is working with the Fed- 
eral Government to make the results of this 
study a real incentive to the members of 
that race. In Tennessee Thomas Caruthers 


of Fisk University is analyzing the story of 
the rise of the best 100 negro farmers in the 
state in an attempt to bring the biography 
of the successful ones to furnish concrete and 
living examples as incentives to other negro 
farmers. 

Supplementing the more localized studies, 
the Department of Agriculture has published 
fully illustrated accounts of some of the best 
examples of rural planning to be found 
throughout the United States, including com- 
munity houses, recreation places and rural vil- 
lage planning as a whole. Now a study of 
rural hospitals is under way. 

We have heard much of the migration of 
farm folk to other industries and to the 
cities. Doctor Galpin recognizes fully the 
evils attendant upon over-migration and 
warns against them, teaching that the safe- 
guard against it is an economic matter. At 
the same time he paints another and vivid 
picture of migration. All the world, knows 
Gopher Prairie of Main Street fame, its sor- 
dity and its narrowness. Five hundred pages 
were devoted to its aridity. Over against 
it Dr. Galpin sets a slim fifty-paged pamph- 
let on the national influence of a single 


Farm Life 


Achievements 


HY talk so much about the 

defects of farm life? Per- 
haps we may yet come to believe 
there is something in the nature 
of a “blessing-in-disguise” at- 
tached to them. 

For the farm with all its much- 
discussed drawbacks, and farm- 
life, with all its hard work, has 
always produced men and women 
who have done big things in the 
towns. 

Would the farm boy, bred to 
hard work and_ responsibility 
have developed the same ability 
had he missed the farm training? 

The U. S. Department of Agri- 
culture has a division that is 
looking into farm life to see the 
things that are not defects. The 
accompanying article tells about 
the work of that division particu- 
larly about two hamlets whence 
came wonderful groups of suc- 
cessful men and women. 


farm community studied by Emily Hoag for 
the National Department of Agriculture. 


From Two Hamlets 


ELLEVILLE, N. Y., is an agricultural 

village of about 500 people. From Belle- 
ville came the architect who planned the 
grounds and buildings for the World’s Fair 
at Chicago and the rebuilding of San Fran- 
cisco after the earthquake; he founded the 
American School of Architecture at Rome, 
Italy, and was head of three national ar- 
chitectural commissions. From Belleville 
came the founder of the rescue missions for 
girls, found in all parts of this country, in 
France, Mexico, China and Japan. From 
Belleville came a famous evangelist, whose 
influence was felt throughout the country, 
who is said to have inspired the founding 
of the Salvation Army, and who was for 
years president of Oberlin College. Another 
son of Belleville founded nine educational 
institutions of standing in seven states. Au- 
thors, editors, manufacturers, an inventor, a 
United States Senator and many educators 
were among its citizens. Belleville furnished 
a state superintendent of schools for Ohio, 
a judge of the State Supreme Court for 
thirty years from Wisconsin, and state gov- 
ernors for Ohio and Minnesota. 

At the time that Belleville was sending 
out workers for the national welfare, it was 
retaining on its home farms a sturdy stock 
of educated young people. Old names, out- 
standing in the early history of the place, are 
still in the farm homes, some of which 
have been occupied by the same families 
for many generations. 


French Creek’s Contribution 


EST VIRGINIA contributes as thrill- 
ing a story of the little highland com- 
munity of French Creek. State investigators 
have analyzed this community systematically, 
primarily in an attempt to find what social 
factors are of first importance in the develop- 
ment of rural community life. The study 
shows that this little farm neighborhood, with 
a radius of two and a half miles, has furnished 
203 teachers, including several university 
professors, one university president, 29 music 
teachers, 3 well-known natural scientists, 
23 physicians, 15 ministers, 6 missionaries to 
foreign countries, 17 commissioned army 
officers, and 40 district, county and state of- 
ficers, including a Governor of the state. It 
has been demonstrated that at least 143 other 
communities have been directly influenced by 
this hill country neighborhood. 
Statistics show that the average American 
farmer today can feed nearly 50 per cent 


July, 1924 


Thomas D. Brabson, president, 
Tennessee Bankers Association 


more people than his father could. That 
speaks well for our progress in science, 
methods and equipment of agriculture. Fu- 
ture improvement will mean releasing still 
more men to enrich the tives of other com- 
munities. For migration is a normal condi- 
tion of farm life. Thé farms are likened to 
the seed-beds of the nation. As long as 
agriculture continues to improve in efficiency 
the farm will have young people to spare for 
other industries. But it must always retain 
a good supply of strong young bodies, trained 
and resourceful young minds to keep these 
seed-beds and their great contributions, both 
human and material, fully up to normal. It 
is in the interest of the entire nation that 
this be made possible. Systematic study of 
migrations by regions and by age-groups, 
and studies of farm standards of living, are 
gradually giving reliable data on a vital 
subject, the knowledge of which has here- 
tofore been based on guesswork. 


There Is Improvement 


HAT farmers know just what they want 

in the way of rural social advancement 
is brought out in the testimony of A. B. 
Genung, agricultural economist, who, through 
the Department of Agriculture, publishes 
regularly a bird’s-eye view of the agricul- 
tural situation. He says: “While these 
have not been good times for the individual 
farmers, the community has been making 
steady progress. Men are forced to rigid 
economy on their own farms; but they travel 
over better roads, send their children to bet- 
ter schools, have better public buildings to 
use, live in closer touch with affairs, get bet- 
ter medical assistance, take better care of 
the orphans and the aged, than in pre-war 
days. Physical equipment on the farm is 
scarcely being maintained. Physical equip- 
ment belonging to the community has been 
notably improved.” 

That these and many other factors are pro- 
ducing beneficial results is shown in 94 per 
cent of the replies to the 7000 letters sent to 
the western periodical, The Farmer’s Wife, 
last year, in answer to the question, “Do you 
want your daughter to marry a farmer?” 
which answered “yes.” 


AMERICAN BANKERS ASSOCIATION JOURNAL 


E. B. Harshaw, president, Penn- 
sylvania Bankers Association 


To those who had worked among the 
voluminous papers of the Country Life Com- 
mission some fifteen years ago, and with 
the hundreds of farm women’s letters of a 
later date, published by D. F. Houston, then 
Secretary of Agriculture, these later letters 
brought. distinct surprise. Closer family 
unity, opportunity for more home life, space 
for indoor and outdoor living, kinship with 
growing things, absence of deteriorating 
influences, identification with work of pri- 
mary importance, were among the reasons 
given in favor of farm life over and over 
again. In many cases the writers had lived 
in both city and country and knew at first 
hand the advantages and disadvantages of 
both. 


Past Trials Figure 
is an optimism, not blindly 


buoyant, not oblivious to the trials of 
the past, the difficulties of the present, nor 
the problems of the future,” wrote one of 
the judges of the letters, Mrs. Vera Schut- 
tler, chairman of the Farm Woman’s Com- 


M. R. Sturtevant, president, Mis- 
sourt Bankers Association 


J. S. Kennedy, president, Georgia 
Bankers Association 


mittee of the American Farm Bureau Fed- 
eration. “The trials of the past, sur- 
mounted, have entered into their lives as 
strength; the difficulties of the present are 
whetstones to add keenness to living; the 
problems of the future are a challenge to 
an even fuller life.” 

To a large extent these nation-wide activi- 
ties to stimulate the best in rural life, have 
their inception in Doctor Galpin’s little group 
of workers in the Department of Agricul- 
ture. 


Was Roosevelt’s Idea to Create 
Division 

HE Division of Farm Population and 

Rural Life in the United States Depart- 
ment of Agriculture is to a great extent a 
fulfillment of Theodore Roosevelts’s desire 
for a Federal Government unit to study the 
needs of country life. The division was es- 
tablished under the authority of D. F. Hous- 
ton, and the recommendations of a commit- 
tee of 28 rural social workers and students 
of farm life from all over the country 
formed the basis of the outline of work to 
be undertaken. The policy of the division 
is to seek cooperation in research projects 
and to make investigations with other re- 
sponsible research agencies as a means of 
accumulating a body of scientific knowledge 
on the problems of farm population and 
rural life, rather than to carry on independent 
researches. 

Knowing the farm population of a state 
in detail, as the animal husbandry depart- 
ment of a state college knows the cattle 
of a state, is an ideal none too high for 
those responsible for the social problem of 
the farm population. Such an ideal means 
study, research, investigation. It means ac- 
quaintance with the group-life of farmers, 
with their institutions, homes, standards and 
facilities. And such acquaintance is not yet 
in books. 

Thus at the same time that work of en- 
couragement is being widely prosecuted 
through local agencies, a foundation is be- 
ing laid for systematic, scientific work 
needed in this field. 


29 
& 
\ 
\ 


ncome Yield from Property 
anaged by Trust Companies 


By L. H. ROSEBERRY 


Chairman, Committee on Research, Trust Company Section, A. B. A. and 
Vice-President Security Trust and Savings Bank, Los Angeles, California 


After Deducting Administration Fees Trust Companies Are 
Earning and Paying to Beneficiaries Incomes Which Compare 
Favorably with the Gross Interest Return on High Grade 
National Average Shown tc be 5.513 Per Cent. 


Investments. 


HE Committee on Research cre- 

ated by the Trust Company Division 

of the American’ Bankers Associa- 

tion conceived the idea that the pub- 
lic is concerned in three major questions 
regarding corporate fiduciary service, and 
it has set out to find their answer. These 
three major requirements may be summar- 
ized as follows: 

1. The safety of property committed 
to the management of a corporate trustee 
or executor. This is doubtless the first 
and most important concern in the mind of 
every customer who patronizes a corporate 
trustee. He or she requires, above all else, 
that the property intrusted to such a trustee 
is reasonably safe and will eventually pass 
to the beneficiaries for whom it is intended 
to ultimately provide. As shown in the 
committee’s second questionnaire, there is 
such assurance, since, with one trivial ex- 
ception, there was no case disclosed on the 
public records of any of the states where 
the beneficiary of any trust administered by 
a trust company had suffered the loss of a 
single dollar for which such trustee was 
legally liable. 

2. The assurance to the beneficiaries of 
such trusts of a reasonable income, this in- 
come to be fairly constant and to equal the 
current rates of interest on conservative 
investments. 

Only second in importance in the minds 
of all trustors is the thought of how much 
income will the trust company be able to 
earn for their dependents. The third ques- 
tionnaire, discussed more at length here- 
after, pursued this investigation intensively. 
Here again results are most interesting. 

3. A stipulated fee for administration, 
either fixed by law or by written agree- 
ment, enabling all interested parties to 
know in advance approximately the full 
cost of all services of the corporate ex- 
ecutor or trustee. The amount of the cost 
of trust service has a direct bearing upon 
the question of the net yield of income to 
the beneficiary. The public desires convic- 
tion on the definiteness and amount of trust 
company costs. It wishes to know in ad- 
vance with some certainty what these costs 
will be, and whether or not there will be 
any indirect fees, secret profits or extra 
charges not disclosed on the surface at the 
time of the creation of the trust. The com- 


mittee shortly will approach this subject as 
its next objective. 

To develop the second major require- 
ment for a satisfactory trustee, viz.: The 
assurance of a reasonable income to the 
beneficiary of trust property, the committee 
propounded four questions to 325 repre- 
sentative trust companies scattered through- 
out each of the 48 states and one territory 
in America. For the purpose of summari- 
zation and analysis these were classified into 
six natural sections, grouped as follows: 

Northeastern Section—Connecticut, Dela- 
ware, District of Columbia, Maine, Mary- 
land, Massachusetts, New Hampshire, New 
Jersey, New York, Ohio, Pennsylvania, 
Rhode Island, Vermont; Southeastern Sec- 
tion—Alabama, Florida, Georgia, Kentucky, 
North Carolina, South Carolina, Tennessee, 
Virginia, West Virginia. 

Northern Central Section—Illinois, In- 
diana, Iowa, Michigan, Minnesota, Nebraska, 
North Dakota, South Dakota, Wisconsin; 
Southern Central Section—Arkansas, Kan- 
sas, Louisiana, Mississippi, Missouri, Okla- 
homa, Texas. 

Northwestern Section—Idaho, Oregon, 
Montana, Washington, Wyoming; South- 
western Section—Arizona, California, Colo- 
rado, Nevada, New Mexico, Utah. Hawaii. 


HE committee next propounded these 
four carefully prepared questions: 


1. What is the average annual net rate of interest 
which you are securing for the beneficiaries of 
your private trusts, from investments made by 
your company, based on the principal of such trust 
investments as carried on your books? (By private 
trusts is meant those commonly known and desig- 
nated as voluntary or living trusts.) 


2. What is the average annual net rate of interest 
which you are securing for the beneficiaries of 
trusts created under the wills of deceased persons, 
from investments made by your company, based on 
the principal of such trust investments as carried 
on your books? 


3. In the absence of specific instruction regarding 
investments in the trust instrument, what class of 
securities does your company select for investment 
of its trust funds, and are such securities pre- 
scribed by law? 


4. Unless specifically directed so to do in the trust 
instrument, does your company, on its own initia- 
tive, ever invest trust funds in stocks of corpora- 
tions, and if so why, under what circumstances, 
and with what results? 

After the replies were compiled they dis- 
closed that the comparative average net an- 
fiual returns on trust funds invested by cor- 
porate trustees and paid to the beneficiaries 
of their respective trusts were as follows: 
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Private Court 
Trusts Trusts 
Per cent Per cent 
5.233 5.309 
5.814 | 
5.419 5.388 
5.760 5.474 


Northeastern Section .... 
Southeastern Section 

Northern Central Section. 
Southern Central Section. 
Northwestern Section .... 5.681 5.488 
Southwestern Section .... 6.079 5.992 


After Fees Are Deducted 


T is interesting to note the striking sim- 

ilarity of the average net return to the 
beneficiaries of trusts which was earned by 
trust companies all over the country. There 
is an extreme average difference of approxi- 
mately only 34 of 1 per cent per year be- 
tween the highest and the lowest net yield 
on investments made by corporate trustees 
in different parts of the country. The net 
interest yield is quite equ’.l to the average 
annual interest rate on conservative invest- 
ments in the respective localities reporting. 
They show, in truth, that American trust 
companies are earning and paying to the 
beneficiaries of their trusts, after deducting 
their own fees and all other expenses of ad- 
ministration, an annual income fairly com- 
parable with the gross interest return on 
high grade conservative investments in the 
various sections of this country. Isolated re- 
piies disclosed both lower and higher net re- 
turns on their trusts, but the average is quite 
satisfactory. The nation-wide average an- 
nual net return to beneficiaries of voluntary 
trusts was found to be 5.512 per cent. This 
result was based upon 282 replies coming 
from every state in the Union. The nation- 
wide average annual net return to the bene- 
ficiaries of testamentary trusts (e. g., trusts 
created under wills of deceased persons) 
from investments made by corporate trus- 
tees was found to be 5.420 per cent. This 
showing was based upon 301 widely scat- 
tered returns. 

As was expected, there was a wide varia- 
tion in the answers to the committee’s third 
question. In general, however, the replies 
disclosed that in the absence of specific in- 
structions in the trust instrument regarding 
investments, it is the general rule of Ameri- 
can trust companies to purchase only securi- 
ties which are legal for trust investments: 
such as first mortgages on real property, all ! 
classes of government, state, county, city 
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and other public bonds, railroad and public 
utility securities, joint stock land bank and 
ederal land bank bonds, etc. 


Guides in Making Investments 


T appeared that in practically every sec- 

tion of the country the laws prescribe in 
one form or another securities and property 
which are legal investments for trust funds 
of all kinds. Out of 193 reporting companies 
78 answered that they selected for their trust 
investments only those securities which were 
legal for trust funds. Sixty stated they con- 
fined their trust investments to mortgages 
and bonds which were first liens upon real 
property. The remainder scattered their in- 
vestments through other types of public 
utility bonds, government, state, county and 
municipal securities. Often low interest 
yielding non-taxable securities were pur- 
chased to effect reduction in income and per- 
sonal property taxes. In other instances 
companies were guided in their investments 
by the needs of the beneficiary and sought 
as ‘high an interest rate as they thought rea- 
sonably safe. Only one or two companies 
reported that they voluntarily invested in 
common or preferred stocks of corporations, 
and then only when such stocks were high 
grade and well seasoned. 

To the fourth question, 289 trust com- 
panies out of 321 reporting (about 93 per 
cent), replied that they never purchased 
stock in corporations unless specifically di- 
rected so to do by the trust instrument or by 
someone having the absolute right under the 
terms of the trust to direct such investments. 
The remainder of the companies stated that 
they occasionally invested in the highest 
grade preferred stocks or bank or guaran- 
teed stocks or took up subscription rights to 
stock already in the trust estate when this 
was admittedly to the advantage of the trust. 
Apparently only one state, New Hampshire, 
expressly permits the investments of trust 
funds in certain classes of preferred stucks. 

Not a single case was reported where a 
loss had occurred or other embarrassment 
faced through the investment of trust funds 


Putting Life in Dead 
Money 


(Continued from page 27) 
of Astoria, Ore., was swept by a devastating 


fire. The president of the principal bank 
came to Washington, with the charred con- 
tents of safes and strong-boxes containing 
the money and securities of the city. Recog- 
nizing the urgency of the situation, the Treas- 
ury directed the experts to give their undi- 
vided attention to the claims. Although 
scarcely a trace of white was discernible on 
the face of the bonds and the greenbacks 
were toasted to blacks and deep browns, the 
experts never missed a single number on the 
$60,000 in bonds, while currency to the value 
of $50,000 was identified and replaced. This 
$110,000 did much toward the rebuilding of 
the western city. 

In 1918 the largest bank in Mariana, Ark., 
suffered a similar fate. The Treasury au- 
thorized the restitution of $5,729 in money 
and $56,530 in bonds and notes, after the 
damaged currency and securities had been 
examined closely. 


in stocks of corporations in the few instances 
reported. The fact, however, that practically 
all trust companies everywhere shun such 
investments is indicative of their care and 
discrimination in seeking only the safest se- 
curities with assured interest yield for their 
trust funds. 


Greatest Diversity in Invest- 
ments 


HE companies in the Northeastern group 
of states sent in the greatest variety of 
replies indicating that their investments are 
scattered among the largest class of securi- 
ties, and that their annual net interest return 
is the most divergent. Those companies lo- 
cated in the Southwestern group of states 
made strikingly similar returns. The net 
interest yield on their trust investments is 
fairly uniform and their securities confined 
almost wholly to those prescribed by law. 
The replies in detail presented a most in- 
teresting study. Several valuable deductions 
may be drawn from them. Among others 
there seems to be too wide a divergence in 
the selection of securities for trust invest- 
ments, even allowing for differing local con- 
ditions and laws governing the investment of 
trust funds. There appears to be room for a 
greater standardization in high grade well 
seasoned securities which would simplify the 
selection and insure greater stability of in- 
terest returns. This would be relative, how- 
ever, for there are always bound to be many 
exceptions and objections to such a plan. 
Each section may offer an inviting class of 
securities not readily available in another. 
The law in one state may not prescribe the 
same trust investments as in another. The 
interest return on one grade of satisfactory 
securities in one area may be higher than in 
another, etc. Yet with possibly numerous 
local exceptions there would seem to be room 
for a greater standardization of trust invest- 
ments, even on a national scale. This in 
turn would have an immediate reaction upon 
the net annual interest yield to the bene- 
ficiaries of these trusts. A very wholesome 
thing, however, was clearly disclosed, namely, 


Mutilated money comes to the Treasury 
in bizarre containers at times. There is 
an exhibit on Miss Sherfy’s desk which 
is referred to as “King Tut’s strongbox.” 
A housewife in Ohio deposited $59 in a 
drinking glass and placed it in the cupboard. 
Her house was burned down. The intense 
heat of the flames melted the glass around 
the money, so when the appeal was made 
to the Treasury for the replacement of the 
money, which was hermetically sealed with- 
in this tomb, the experts had to break the 
walls of glass and dig out the notes and 
bills. 


The Bomb Scare 


SHORT while after the great bomb 

explosion outside Morgan’s bank on 
Wall Street had thrown the financial dis- 
trict of New York into a panic, the Depart- 
ment received a six-inch pipe that an- 
swered the description of the death-dealing 
container. Although the letter accompanying 
the queer bond depository recounted that 
the owner had secreted the Liberty Bond 
within it before the pipe had been in a 
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that American trust companies shun specu- 
lative securities, seek out only well seasoned 
high grade and secured investments, care- 
fully avoid risky loans which attract the 
unwary and inexperienced by an unduly high 
rate of interest, and eliminate corporate 
stocks for the reason that often a potential 
stockholders’ liability is faced with rarely a 
definite assurance of a fixed dividend. 

On the whole the survey reflects most 
creditably upon American trust company ser- 
vice. It establishes conclusively the second 
major requirement of the public for cor- 
porate fiduciary service, viz.: that the bene- 
ficiaries of their trusts are assured of a rea- 
sonable income, this income to be equal to 
current rates of interest on conservative in- 
vestments. It also shows that these com- 
panies are employing their trust funds in 
only the best and most seasoned investments 
available in their respective states; and that 
they uniformly choose “legal” securities 
where that is permissible, all of which prob- 
ably reveals why their record for losses is 
practically negligible. 

So far as is known, there are not available 
any comparable statistics from investments 
made by private trustees, but it is safe to say 
that if there were, the superiority of cor- 
porate trust service over individual trust ser- 
vice in this respect would be equally as con- 
clusive as when other basic comparisons are 
made. 

The results of the survey are indeed a high 
compliment to the efficiency and desirability 
of corporate fiduciary service. The second 
great point has been proved in the case of 
the American trust companies which is now 
pending before the people of this country. 
The committee will shortly take steps to 
establish the third and final requirement for 
ideal trust service, viz.: the stipulation or 
fixing in advance of the total cost of the 
service of a corporate executor or trustee. 
When and if this is satisfactorily done we 
feel that the standing of these companies will 
become firmly established before the public, 
and that they will receive an impetus to their 
growth which will be more potent and lasting 
than ever before experienced. 


terrible fire, the Treasury thought it 
the part of wisdom to call in the Federal 
bomb expert to be sure that some crank had 
not selected the government’s money center 
for the site of his next dastardly deed. It 
proved to be a harmless contrivance, and 
sure enough inside was a Liberty Bond 
somewhat the worse for wear but never- 
theless recognizable. 

In making such minute examinations and 
orienting the small pieces of bills in their 
proper places, one might expect to see the 
experts equipped with the most powerful 
magnifying glasses, but Miss Sherfy uses 
nothing to amplify her natural vision. The 
instruments are the simplest—a knife, a bot- 
tle of mucilage, a few waxed sheets of paper, 
and, if needed, a little steaming water. 

It is truly a case where the brains behind 
the tools tell the whole story. 


Interests closely identified with the North-West- 
ern Trust & Savings Bank have purchased a con- 
trolling interest in the Keystone Trust & Savings 
Bank, of Chicago. Walter J. Raymer, president of 
the Fullerton State Bank and until recently 


western manager of the American Pin Company, 
has_been elected President of the Keystone 
& Savings Bank. 


rust 


The Condition of Business 


Recession in Business Affects Trade as Well as Industry, 
Although Bank Clearings Remain High. Drastic Decline in Iron 


and Steel. 


Securities Up Sharply as Money Rates Fall to Lowest 


Levels Since 1917. Smaller Crops Forecast. The Gold Shipments. 


N June there was increasing evidence 
that the recession in business which in 
April and May had affected chiefly in- 
dustrial lines was extending also to 

other phases of business activity. 

Continued declines in May in many basic 
lines of production, notably. in the iron, steel 
and textile industries, were reflected in a 
further decrease of 10 per cent in the Fed- 
eral Reserve Board’s composite index of pro- 
duction, which was at a point about 18 per 
cent below the peak reached a year pre- 
vious. Factory employment: declined to a 
level 11 per cent lower than a year ago. 
Railroad shipments of all kinds in May and 
the first two weeks of June continued lower 
than last year, and wholesale trade through- 
out the country was also smaller, due chiefly 
to decreased sales of dry goods, shoes and 
hardware. Retail sales at department stores 
declined more than usual during May and 
except in San Francisco and Minneapolis 
districts were smaller than last year, and 
mail order sales were also smaller. Whole- 
sale prices, as measured by the Department 
of Labor’s index, declined 1 per cent during 
May to a level about 8 per cent below the 
high point of last year, and in the first three 
weeks of June the downward tendency con- 
tinued. 

Notwithstanding the large decline in pro- 
duction and certain phases of distribution, 
the volume of checks passing through the 
banks in centers outside New York City 
remained above the level which might be 
considered normal in view of the experi- 
ence of past years, while in New York City 
there was a substantial rise in clearings, 
probably due in part to greater activity and 
strength in the security markets. 


Iron and Steel Slump 


HE feature of the recent industrial situa- 

tion has been the sharp curtailment of 
activity in the iron and steel industry. Dur- 
ing the first three months of the year steel 
mill operations advanced to over 90 per cent 
of capacity and output was close to the 
highest records. This high rate of activity 
reflected chiefly the increased demands for 
railway equipment and supplies, for build- 
ing construction and automobile materials, 
and for pipes and tanks for the water, 
gas and oil industries. When these great 
consumers had covered their immediate 
needs, new buying fell off and production 
was drastically reduced. Steel ingot output 
declined to about 45 per cent of capacity, but 
new buying declined even more rapidly and 
the unfilled orders of the United States Steel 
Corporation at the end of May were the 
smallest in nearly ten years. A net loss of 46 
active pig iron blast furnaces in May made 
a total loss in two months of 86 stacks, the 
sharpest decline since the depression period 


of 1921, and the 188 furnaces in operation 
at the beginning of June were only 45 per 
cent of the total number of furnaces. 

In a recent study the Cleveland Trust Com- 
pany found that taking good times and bad 
over the last thirty years, the average pro- 
portion of blast furnaces -in operation has 
been 60 per cent. The- periods when a greater 
proportion of the furnaces were producing 
have been times of active and prosperous 
business, while the months during which 
fewer than 60 per cent of the furnaces were 
in blast have been in periods of depression 
or slow business. 

During June there was no material change 
in the proportion of active furnaces, and 
authorities in the trade foresaw a continua- 
tion of existing conditions for some months 
to come. 


Cautious Inventory Policy 


URING the past year business econo- 
mists and others have frequently pointed 
out that manufacturers as well as wholesale 
and retail dealers were generally pursuing a 
very conservative policy with regard to in- 
ventories and forward commitments. At the 
peak of the industrial expansion in 1923 and 
1924 the steel industry was operating close 
to record levels, yet the volume of unfilled 
orders was much smaller than in 1920. The 
textile industry has cut down its production 
drastically rather than take the risk of an 
unknown demand, since dealers in turn were 
generally buying only for immediate needs. 
In the New York district, for example, stocks 
of goods on hand at department stores on 
June 1 were only 2 per cent larger than a 
year previous, compared with an increase of 
5 per cent in each of the previous four 
months, and an average increase of 10 per 
cent in the months from September to Jan- 
uary. A reflection of this policy is appar- 
ently found in the fact that railway ship- 
ments of merchandise and less than carload 
freight have held well above last year. 
The underlying causes for this attitude 
are set forth in a recent publication of the 
National City Bank of New York. 


“Neither producers nor dealers wish to ac- 
cumulate stocks when the outlook appears to be 
for slackening demand and falling prices, The 
first impulse is to work off stocks. This is a 
general rule but its observance has been more 
marked since the great slump of 1920-21 and the 
heavy losses upon inventories then experienced. 
Whenever a slackening tendency is generally noted 
an alarm is sounded and the process of reducing 
stocks follows as a matter of course. It is one of 
the results of the disturbed conditions prevailing 
for now ten years that the business world is more 
sensitive to indicated changes than formerly. It 
takes to cover more hurriedly.” 


Money Rates Fall 


HE easing in money conditions which 
developed in May became more pro- 
nounced in June, and rates generally declined 
to the lowest levels since 1917. Factors 
which contributed to the decline included a 
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further reduction in industrial and com- 
mercial demands: for credit, and imports of 
gold averaging over a million dollars a day. 

The open market rate for prime commer- 
cial paper declined from 4% per cent to 3% 
per cent, and a good volume of sales was 
made at 3%4 per cent both in the New York 
market and in the interior. Accompanying 
the contraction in commercial borrowing at 
banks, there was a further decline in the 
volume of commercial paper outstanding. 
In the bill market rates declined an addi- 
tional 1 per cent, to 2% per cent on purchases 
by dealers and 2 per cent on their sales, the 
lowest since the bill. market was established 
in this country. Dealers’ portfolios of bills 
at the end of June were close to the low 
point for the year, as a result of the active 
demand for bills and the limited supply. 

The recent declines have brought money 
rates in New York to a level lower than in 
London for the first time in recent years at 
least. It seems possible that this situation 
if maintained may ‘have considerable bearing 
on the proportion of foreign financing done 
in this market. 

During June the discount rates at the Fed- 
eral Reserve Banks of Cleveland, Richmond, 
Atlanta, Chicago, St. Louis and San Fran- 
cisco were reduced from 4% to 4 per cent, 
and the rates at Boston, New York and 
Philadelphia were reduced to 3% per cent. 


Advance in Bond Prices 


NE effect of the easing in money condi- 
ditions in June was to stimulate trad- 
ing in outstanding bonds and to increase the 
volume of new financing. Prices in most 
parts of the bond market rose sharply. All 
active United States Government issues ex- 
cept the 3's reached prices higher than ever 
before at levels 114 to 5%4 points above par. 
Representative averages of domestic corpora- 
tion bonds were about 3% points higher 
than at the beginning of the ‘year, and there 
were also advances in foreign issues, which 
heretofore this year had been little changed. 
Yields on outstanding Government short 
term securities declined an additional % to 1 
per cent, and the June offering of $150,- 
000,000 six months’ Treasury certificates 
bearing interest at 234 per cent, or 1% per 
cent lower than the last six months’ issue sold 
in December, was heavily oversubscribed. In 
other classes of securities new offerings ag- 
gregated more than half a billion dollars in 
the five weeks ended June 28, the largest 
volume of new financing since January, 1923, 
excepting only February of this year. 


Stocks Advance 


RADING in the stock market also be- 

came more active in June, and prices 

tended upward, particularly among railroad 
(Continued on page 60) 
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Preparing a Federal Reserve 
Review of Credit and Business 


By W. RANDOLPH BURGESS 


Assistant Federal Reserve Agent, Federal Reserve Bank of New York 


Condition of Business is Composite Photograph of a Million 


Interviews. 


Statistics Is More Important. 
Eager for “Tips”. 


HE Federal Reserve agent of each 

of the twelve Reserve Banks publishes 

a monthly review of credit and busi- 

ness conditions. These reviews had 
their origin in the provision of the Federal 
Reserve Act that each agent should make 
regular reports to the Reserve Board. In 
accordance with this pravision, the Board 
asked the agents to prepare monthly letters 
reviewing business and credit cgnditions in 
the several districts. ‘Then member banks 
and others who were asked to furnish infor- 
mation for the letters soon began to re- 
quest copies and the reports gradually passed 
from informal letters to mimeographed, and 
then during 1919, 1920 and 1921 to printed 
reports. The circulation has rapidly in- 
creased to approximately 200,000 copies, and 
the reviews are distributed by member banks 
to their customers, as well as directly by the 
Reserve Banks. 

The rapidity with which the circulation of 
these reviews has grown and their evident 
popularity make desirable some account of 
the way they are written, what sources they 
draw upon, and what purposes they serve. 


The Mythical ““Man Who 


Knows’’ 


HE days of belief in the “tip” are pass- 

ing in the stock market; the intelligent 
investor no longer seizes eagerly upon the 
information that somebody’s friend heard 
from the wife of one of the directors of the 
company that Pirate Oil was going up. But 
in the field of business there are still many 
who believe that all truth would be revealed 
if they could touch the hem of the garment 
of the mythical individual who has his finger 
on the pulse of busines.. The disconcerting 
discovery which anybody who tries to write 
a business review makes is that there does 
not exist any secret reservoir of knowledge 
which the writer may tap to secure revela- 
tions of truth. He discovers that the “man 
who knows” is a purely mythical person. He 
finds by bitter experience that the great 
captains of industry are not infrequently 
quite uninformed as to the broader tenden- 
cies in business and finance. Certain in- 
dustrial leaders make it a policy always to 
give out optimistic interviews, and their ut- 
terances are, therefore, of little value. But 
more generally the man in active business 
is limited in knowledge to his own branch 
of his own particular industry; and the ex- 


perience of any particular concern is seldom 
fully typical of an industry and still more 
rarely presents a picture of business as a 
whole with its diverse trends and counter 
trends. 

The editorial staff of the Monthly Re- 
view of the New York bank used to tele- 
phone to or visit each month representa- 
tives of a score of the most prominent im- 
port and export houses to discover the lat- 
est tendencies in foreign trade. The prac- 
tice has been largely discontinued, because a 
thorough-going comparison of the opinions 
of the trade with the actual export and im- 
port figures as they later appeared made it 
clear that the opinions were of little value as 
an indication of the tendencies of trade. 

One might gave many examples to in- 
dicate that he who would write a business 
review cannot rely for his knowledge on the 
opinions of the omniscient few. There are, 
it is true, many shrewd observers in the 
business field whose opinions are of value, 
but these men form their opinions on much 
the same basis of published fact as is avail- 
able to any careful student. There is no 
inner holy of holies with a fresiding High 
Priest to whom all truth is known. The 
road to knowledge is in sight of all. 


Served by the World 


HE fact is that the business review 

draws its knowledge from a _ thousand 
different sources, just as does the daily 
newspaper. In the past ten years there 
has been built up a body of data on busi- 
ness and finance, which is made currently 
available through the cooperation of thou- 
sands of individuals. 

When the editors of the Monthly Review 
of the New York bank, for example, sit 
down to write their review, they have be- 
fore them summarized experience for the 
past month from sources somewhat as 
follows: 


12 Federal Reserve Banks 


750 Member banks—about one-half 
of the country’s banking re- 
sources 

900 Savings banks 


1,000 Brokers, exchange houses, com- 
mercial paper dealers, etc. 


10,000 Producers of goods 
300 Department stores in 100 cities 


25,000 Chain stores 
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Securing Figures is Only One Step as Analysis of 
Intelligent Investor No Longer 


Captains of Industry Not Omniscient. 


1,600 Wholesale cealers throughout the 
country 
50,000 Builders 
200 Railroads 
3,000,000 Wage earners 
and many others. 


These figures are in many cases very rough 
approximations of the numbers of concerns 
and individuals whose reports are included 
in available statistics, but they illustrate 
fairly the range of testimony which the 
editor of a monthly review receives at his 
desk as to the progress of business and 
finance. This information flows in with the 
stamp of truth upon it. A large part of it is 
collected by the United States Government. 


Statistics—A Composite 
Photograph 


F you had the opportunity of interviewing 

the president of the United States Steel 
Corporation to discover what was happening 
in the steel business, the conversation would 
perhaps be something like this: 

“Good morning, Judge Gary, how is busi- 
ness?” 

“Well, business is a little slow just now.” 

“What do you mean when you say slow, 
Judge?” 

“Our plants are running at about 50 per 
cent of capacity.” 

“Well, how about new orders, are they 
coming in satisfactorily?” 

“Our orders are a bit low just now; in fact 
our unfilled orders are as low as they have 
been since 1914.” 

The interview would be something like 
that and the interesting thing about it would 
be that nearly all the facts that one would 
secure from the interview are published in 
the newspapers almost as rapidly as they 
are available to Judge Gary. The Steel Cor- 
poration and other steel companies have long 
adopted the principle of making public major 
facts of their operations. So it is with in- 
dustry after industry and trade after trade. 
We have available in current statistics the 
facts which could otherwise be secured only 
by thousands of interviews. What we really 
have is a composite photograph of a million 
interviews, and the photograph is in such 
form that we have thorough reliance that it 
is a good likeness of the businesses which 
make it up. The ordinary interview is col- 
ored by hopes or fears, and at times by de- 


34 AMERICAN BANKERS ASSOCIATION JOURNAL 


liberate attempts to mislead, but the writer 
knows no single instance where the statis- 
tical returns made public currently by an in- 
dustry have been falsified. 


How Statistics Serve 


ANY people dread statistics, but sta- 

tistics is the method and the only 
method by which large quantities can be 
combined in a composite photograph; the 
only means by which one may secure a true 
summary statement of business and finance 
in general. 

At no time in the world’s history has this 
fact been so clearly recognized as at present. 
We have listed above the thousands of in- 
dividuals and business concerns that con- 
tribute to the Monthly Review of the New 
York bank. If we went back 10 years this 
list would be cut to less than one-third of its 
present size. During and after the war the 
nation realized that control of economic 
events could come only through exact knowl- 
edge and such knowledge could only come 
through the regular compilation of statis- 
tical data from hundreds of industries and 
trades. So government and trade organ- 
izations and associations of various kinds 
and individual concerns have joined in vast 
statistical undertakings—vast in terms of the 
picture which they give of tke business and 
financial situation, but comparatively simple 
in their mechanism. The newspapers and 
trade publications have played their part in 
the movement by publishing this information 
as it is collected. 

Statistics is an old science. The American 
Statistical Association, founded in 1839, is 
one of the oldest, if not the oldest, profes- 
sional society in America, but the popularity 
of statistics is comparatively new. We have 
had a national decennial census of the pop- 
ulation in this country for more than 100 
years, constantly expanding in scope. A 
census of manufacturing industries every 
five, and now every two years, was started 
in 1905, but the current demand for monthly 
and even weekly statistics of business is a 
growth largely of the past ten years. It is 
only recently that an investor of large funds 
has refused to invest in a certain industry 
because it did not publish thoroughly reliable 
statistics of production and stocks. The new 


popularity of statistics is based on the fact- 


that men have learned that somehow the 
statistics of an industry give them in un- 
biased form such a summary of an industry 
as could be secured in no other way. 
Securing the figures is only one step 
in the process of writing a review of busi- 
ness conditions. The figures which are avail- 
able each month about industry and finance 
would cover a large flat top desk several feet 
deep. They are a bewildering array. We 
find that in the month of May, 1924, the 
price of fair to choice native steers in Chi- 
cago was $9.55 per 100 pounds, that the pro- 
duction of pig iron was 2,615,000 tons, that 
average weekly earnings of factory workers 
in New York State were $27.54, that the 
earning assets of the Federal Reserve banks 
were something over 800 million dollars, that 
the interest rate on commercial paper was 
41% per cent. A list of such figures could be 
made which would reach from the desk of 
the present writer to the Washington Monu- 
ment, circle that monument three times, and 
return to New York City, or perform almost 


any other similar feat one might care to 
assign it. 

Having secured the figures three steps are 
necessary : 

1. Selection. 

2. Analysis. 

3. Discovering relation to economic laws. 

A bank review, which simply listed a series 
of figures would not make interesting read- 
ing. The worthwhile review is one in which 
the month’s crop of figures has been carefully 
winnowed out and the significant figures sub- 
mitted to analysis. 

The kind of statistical analysis which gives 
value to a review is well illustrated by the 
production index prepared by the Federal Re- 
serve Board and published regularly in the 
reviews of all 12 Reserve banks, as well as 
in the Federal Reserve Bulletin. The prep- 
aration of this index involved securing re- 
liable data for production in 22 major basic 
commodities, which were truly representative 
of large industries. Only those figures could 
be used which were available by the 25th of 
the month following that reported. In each 
series it was necessary to discover the typical 
seasonal variation and adjust the figures so 
that all month to month variations due solely 
to seasonal causes were eliminated. This 
meant a review of the monthly figures for 
previous years as far back as they could be 
secured, in most cases for at least 10 years. 
Before the 22 series could be combined in a 
single index it was necessary to determine 
their relative importance in the nation’s total 
production. Each series was then given a 
weight proportionate to its importance. The 
whole process took several months’ work of 
competent statistical workers, but the final 
result, shown in the accompanying diagram, 
gives the reader at a single glance an idea of 
the state of the country’s production. 

The Reserve Board has developed a whole 
series of indexes of prices, production, em- 
ployment and trade, and the individual Re- 
serve banks have developed still further 
series. The purpose of all these has been to 
substitute definite fact for hazy opinion and 
to summarize facts in brief understandable 
form. 


Review, a By-Product 


T follows from what has been said that it 

is not possible to write a good business 
review simply by sitting down at a desk a 
few days before the copy goes to the printer 
and assembling the data which are available. 
The truly significant reviews of business are 
the results of patient analysis of figures and 
careful study of economic relationships. 

To a large extent the Federal Reserve 
bank reviews are by-products of research 
undertaken primarily for the banks’ own use 
and the use of the Federal Reserve Board. 
For guidance in their own credit policy, the 
banks and Board need reliable current in- 
formation on production, prices, trade, etc. 
The monthly reviews make available to 
member banks and others the statistics which 
the Reserve banks have prepared for their 
own use. 

The wide circulation of the monthly re- 
views of the Reserve banks has grown up 
naturally in response to requests. Their 
spontaneous growth indicates that the re- 
views have met a need, and this need is not 
far to seek. Every banker feels the need of 
credit and business information to guide his 
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own operations. The banker is interested i: 
distributing a competent review among his 
customers because he knows the reading of 
such a review gives his customers a better 
understanding of the problems of the bank 
The reasons why certain kinds of collateral 


‘are not acceptable, why interest rates on de- 


posits must be lowered, and the reasons jor 
many other similar decisions which the 
banker must make, and which frequentl, 
cause frict'on between banker and customer, 
may be found in underlying economic con 
ditions. The customer who understands 
these conditions is a better customer than he 
who is ignorant about them. 


Dispelling Economic Illiteracy 


UT the business review should perform 

a broader service than helping a banker 
in his business. As a result of the war and 
its settlements the United States has become 
more of a world power. Our contacts with 
foreign nations have been multiplied man, 
times. The economic progress of foreign 
countries is much more dependent upon us 
than ever before and our own economic for- 
tunes are more closely bound up with the 
fortunes of the world. In our relations with 
foreign countries we have sometimes shown 
ourselves economically illiterate. This will 
not do in the future, and every step which is 
taken toward the spread of economic truth 
throughout the country strengthens our 
world position. 

But if we confine our attention within our 
own boundaries we find that since the war we 
are in a new economic period. For the 25 
years before 1920 we did business in a period 
of rising commodity prices, of rising interest 
rates, of decreasing bond values, of higher 
stock values, and increasing cost of living. 
but now the business atmosphere has changed. 
We do not yet know what the future will 
bring forth, but the pre-war movements have 
been interrupted. Business and bank fail- 
ures are above normal. Business is going 
through a veritable revolution in the perfec- 
tion of labor saving machinery and devices 
of management to increase the per man out- 
fit. We are in a period which is testing out 
the economic intelligence of business men 
and bankers. It is a period when many of 
the old operating formulas do not apply. It 
is a period when each banker and each busi- 
ness man needs to study his operations in 
their economic setting, and the business re- 
views published by the Reserve banks and 
by others have arisen in response to just this 
need. 


Payments Will Not 


Hurt France 
(Continued from page 24) 


September—and to accept League military 


supervision. It goes without saying that 
Germany’s behavior on the issue of security, 
which occupies every Frenchman’s thoughts, 
will largely determine, for the four-year- 
term of the new chamber, the general atti- 
tude of France toward Germany and, there- 
fore, will have an important effect on her 
reparations negotiations. If. Germany meets 
the wishes of the French Left on security, 
she will naturally be in a position to enjoy 
more French patience with regard to repara- 
tions. 


Gold and the Level of Prices 


London View of Our Stock of Gold and Its Effect on Prices. 
“The Commodity Value of Gold is Regulated by Any Va- 
garies in the Price Level in America.” Obstacles in the Way 


N interesting view of the effect of 
our stock of gold upon the business 
of the country is given by Barclays 
Bank, Limited, of London, in its 

June review of business conditions. It ob- 

serves among other things that “sterling 

may prove to be a more stable currency, 
measured by its commodity va.ue, even tan 
the American dollar.” 

“The gradual advance in the direction of 
financial equilibrium in Europe, and the signs 
that further progress may be secured in the 
near future,” says the review, “have brought 
nearer the possibility of the restoration of a 
gold standard, that is to say the measurement 
of values in relation to gold. Austria, under 
the League of Nations scheme, has succeeded 
in regulating the external value of the crown. 
Poland has introduced the new zloty cur- 
rency, and in Hungary the new bank of is- 
sue has been incorporated and the first steps 
taken on the pathway of financial reconstruc- 
tion. The reforms have, in the main, been 
achieved on the basis of foreign credits an‘ 
foreign balances, and these have not neces- 
sarily or even predominantly been gold bal- 
ances. 


Uncertainty of Future Value 


66 EVERTHELESS, although the ef- 

fect upon the gold supplies of the 
world has not been immediate, this realiza- 
tion of the need for and the determination 
to extend the area of stable currencies, is 
steadily diminishing the difficulties of the 
restoration of something analogous to the 
pre-war system and is providing evidence of 
the probable lines along which further prog- 
ress may be possible. The restoration of 
the gold standard by a single country would 
almost certainly prove to be premature, be- 
cause the complete efficacy of the gold stand- 
ard depends upon gold being the effective 
international standard of value. Up to the 
present, the outstanding difficulty has been 
the instability of currencies, and of prices, 
in many countries, but even if this difficulty 
were removed, the problem would still be 
complicated by the uncertainty as to the fu- 
ture value of gold. 

“It will be remembered that in 1922 the 
Genoa Conference recommended that, at a 
suitable time, an international convention 
should be adopted, the purpose of which 
would be to centralize and coordinate the 
demand for gold. Should the possibilities 


provided by the Dawes report result in a 
satisfactory solution of the Reparations prob- 
lem, the time may not be far distant when 
a comprehensive examination of the difficul- 
ties involved in any determined attempt to 
reintroduce a common standard of value 


would be desirable. 


of Reestablishing a Wide Market for Gold as Seen Abroad. 


“It must be realized that, under exist- 
ing conditions, the operation of a gold 
standard does not necessarily secure either 
exchange or price stability, since the auto- 
matic working of the gold standard is regu- 
lated by the limit set by both the export and 
the import price of gold. For all practical 
purposes, the United States provides the 
only free gold market now existing, but even 
in the United States the commodity value 
of the currency, as reflected in the index 
number, is not necessarily more stable than 
it is in this country, for, although gold is 
freely purchased in America, at its mint 
price, the possibility of selling gold for ex- 
port at mint price is limited in its fulfillment, 
owing to existing conditions. 


Commodity Value of Gold 


wd commodity value of gold is, there- 
fore, regulated by any vagaries in the 
price level in America. So far as other coun- 
tries are concerned, gold for years past has 
been little else than a commodity for which 
a limited market exists. 

“The steady drift of gold to America 
has been the result of this position, and there 
is little immediate possibility of any ade- 
quate re-distribution of the excess holdings 
thus acquired. This condition imposes an 
element of uncertainty which, until it is 
remedied, must mitigate against the restora- 
tion of a sufficiently wide market for gold 
to permit of the automatic working of the 
gold standard in any country. The problem 
of re-distribution is not only concerned with 
the relative trading position of the United 
States as compared with other countries. 
The table below, which is summarized from 
figures issued by the United States De- 


Estimated Balance of International Pay- 
ments of the United States in 1923 


(In millions of $). 


| Credit | Debit. | Balance. 
Merchandise wee] 4,208 3,819 +389 
Current Invisible Items. . | 792 1,162 —370 
Total............| 5,000 | 4,981 + 19 

* Movements of Capital— | | = 
New Foreign Loans. } 32 377 —345 
Sale and Purchase of | 

Outstanding Securities| 339 33 +306 
Foreign Bonds paid off. . | 23 
Principal of Inter-Allied | | | 

Devt... 1; — | +91 
United States Currency so; — | + 50 

535 | 410 +125 
Gold and Silver— 
Gold........... ore 9 323 —294 
" 101 | 397 | —296 
TotaL_ Barance ALL | 


partment of Commerce, shows that the esti- 
mated balance of payments during 1923 was 
actually adverse to the United States. 

“The continued accumulation of gold 
by America cannot, therefore, be regarded 
as wholly due to the operation of the 
Fordney Tariff and the restriction of im- 
ports secured by that measure. Ignoring 
capital items, the value of exports, visible 
and invisible, from America is practically 
covered by the value of imports into that 
country. The flight of capital from Europe 
has contributed to the anomalous position 
that gold has left those countries where it 
is most needed, if sound conditions are to 
be restored, and has become superabundant 
in a country where it is already in excess of 
requirements. Of the world’s monetary gold 
stock of about $9,000 millions, the United 
States now holds over $4,300 millions. To 
a considerable extent, this gold is lying 
unused and is reflected in the very high re- 
serve percentages of Federal Reserve Banks. 
There are signs, however, that the continued 
expansion of gold holdings is beginning to 
affect the credit position. The Federal Re- 
serve Bulletin points out that ‘With the turn 
in credit and currency demands arising about 
the middle of 1922, not as many member 
banks had occasion to use ther imported 
gold to repay borrowings at their reserve 
banks. The gold, therefore, constituted an 
addition to their reserve balances and enabled 
them to expand their loans to their customers 
without the need of rediscounting, and also 
to supply the cash requirements of their cus- 
tomers. In brief, the gold received during 
the period of liquidation in 1921 and 1922 
enabled the member banks to recover a con- 
siderable degree of the independence of re- 
serve bank support which they had lost in 
the preceding years, while the gold received 
since the middle of 1922 has enabled them 
to maintain their state of relative independ- 
ence, notwithstanding the great intervening 
growth of credit.’ 


Sterling’s Possibilities 


é67T°O some extent, therefore, it would 

seem that the control exercised by 
the Federal Reserve Board over the credit 
position in the United States has been weak- 
ened, and although there is no doubt of the 
determination of the American banking com- 
munity in general to avoid inflation, it is con- 
ceivable that with any pronounced alteration 
in the trend of trade, the currency condition 
may lead to an alteration in the price level. 
While America continues to be the only 
large free market for gold, such an altera- 
tion in American prices would inevitably be 
reflected in an alteration in the commodity 
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Banks’ Liability for Burglary of 
Safe Deposit Boxes 


By THOMAS B. PATON 


General Counsel, American Bankers Association 


Decision Affirmed by Supreme Court of California Gives the 
Country Banker an Insight Into the Requirements of Ordinary 
Care Applicable to the Construction of the Vault, Its Protection 
and General Conduct of Business of Safe Deposit Box Rentals. 


ANKS, especially in the country 

districts, have been uncertain for 

years as to their liability to renters 

of safe deposit boxes in case of 
loss by burglary. The majority of courts 
hold the bank a bailee for hire under duty 
to exercise ordinary care, namely, that de- 
gree of care which a prudent person would 
take of his own property under like con- 
ditions; but the uncertainty lies in the ap- 
plication of this rule to the special facts of 
each particular case. 

There have been a number of decisions of 
state courts of last resort both before and 
since the World War involving liability of 
the bank for loss by burglary of securities 
held for safekeeping, but the ordinary or 
reasonable care required in connection with 
the rental of safe deposit boxes presents 
its own special problem and up to quite re- 
cently (see Webber v. Bank of Tracy, pub- 
lished below) there has been no decision of 
a higher court, affording a precedent as io 
the requisite degree of care and declaring 
rules which could be looked to as a stand- 
ard for guidanec. 

True, the case of Genta v. Illingworth, 
192 Pac. 1041 decided in August, 1920, by 
the District Court of Appeal of the First 
District of California, involved a question 
of liability of a firm of merchants in a small 
town who had installed safe deposit boxes 
which they advertised for rental and in this 
case a contention that the merchants were 
negligent was denied. But the report of 
the case is barren of facts indicating the 
basis upon which negligence was alleged and 
of a statement of governing rules as to the 
degree of care required. 


O again, the Supreme Court of Washing- 

ton in 1922 in Harland v. Pe Ell State 
Bank, 210 Pac. 681, had before it a case 
where safe deposit boxes had been burglar- 
ized; but that case was decided against the 
bank upon the special circumstance that the 
cashier had failed to lock the outside door 


of the vault on the night of the burglary. 


The court decided affirmatively the question, 
“Did the act of the bank in leaving the 
vault door unlocked constitute want of due 
/ care, such as a prudent man would take 
under similar circumstances of his own 
property, that caused or permitted or con- 
tributed to cause or permit the burglary?” 
and it was unnecessary for the court to go 


into a detailed statement of the rules show- 
ing the degree of care required. 

It is with peculiar satisfaction, therefore, 
that we learn of a decision recently ren- 
dered by a higher court which for the first 
time will give the average country banker 
an insight as to the requirements of ordinary 
care applicable to the construction of the 
vault, the methods of protection and the 
general conduct of the business of rental of 
safe deposit boxes. We refer to the decision 
of the District Court of Appeal, First Dis- 
trict, Division 1, California, in the case of 
Webber v. Bank of Tracy, rendered Feb. 
28, 1924, in which a hearing was denied by 
the Supreme Court of California April 28, 
1924, which decision reverses the judgment 
of the Superior Court of Contra Costa 
County, California, rendered Dec. 28, 1920, 
against the bank upon 18 claims approximat- 
ing $12,000 based on the verdict of a jury 
finding the bank negligent in connection with 
the burglary of its safe deposit boxes. 

The judgment of the Superior Court of 
Contra Costa County was rendered over 
three years ago and the report of the case 
having been widely circulated, it caused 
much concern among banks all over the 
country, especially as the jury were in- 
structed that they might take into considera- 
tion the absence of a night watchman and of 
a burglar-alarm system in determining the 
question of negligence, which safeguards 
were not maintained in many of the smaller 
towns; furthermore, as no case had ever 
come before a higher court in which the 
requirements of ordinary care had been de- 
fined in connection with the rental of safe 
deposit boxes, there has been a wide-spread 
feeling of uncertainty as to the question 
of liability. The decision of the California 
District Court of Appeal comes, therefore, 
as a welcome contribution to a branch of the 
law which has, up to now, been involved in 
doubt and in view of the importance of this 
decision, it is printed below in its entirety: 


EBBER 
4626.) 
(District Court of Appeal, First District, 
Division 1, California. Feb. 28, 1924. 
Hearing Denied by Supreme Court 
April 28, 1924.) 

Appeal from Superior Court, Contra 
Costa County; A. B. McKenzie, Judge. 

Action by Charles S. Webber against the 
Bank of Tracy. From a judgment for 
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Bank of Tracy (Civ. 


plaintiff and an order taxing costs, defen- 
dant appeals, reversed. 

Crittenden & Hench and Creed, Jones & 
Dall, all of San Francisco (Esmond 
Schapiro of San Francisco, of counsel), for 
appellant. 

J. E. Rodgers and A. F. Bray, both of 
Martinez, for respondent. 

Morrison, Dunne & Brobeck and Edward 
Hohfeld, all of San Francisco (H. A. Judy 
of San Francisco, of counsel), amicus 
curlae. 

St. Sure, J. This is an action by plaintiff 
for himself and as assignee of 21 claims, 
against the Bank of Tracy, for the value of 
the contents of safe deposit boxes, kept in 
the safe deposit vault of the Byron branch 
of said bank, which were burglarized on 
Jan. 26, 1920. The complaint alleges that 
the bank was guilty of negligence and want 
of ordinary care in the protection of the 
safe deposit boxes and the preservation of 
the property contained therein. After trial 
by jury a verdict was had in plaintiff’s favor 
on 18 claims, amounting to $12,322.14; from 
the ensuing judgment for that amount, the 
defendant appeals. 


Facts of Case 
facts are undisputed. The town of 


Byron, Contra Costa County, has a 
population of about 250, and is the center 
of a peaceful farming community. Its 
entire business sections comprises a single 
street on the main line of the Southern 
Pacific Railroad. There is but one two- 
story building in the place and all the build- 
ings, with the exception of the bank, are 
of wood. Until 1911 there was no bank 
nearer Byron than at Antioch:on the north- 
west, about 14 miles away, and at Tracy, on 
the south, about 15 miles away. In 1911 
the Bank of Tracy instituted a branch at 
Byron and assigned to it $25,000 working 
capital. The bank building was of concrete, 
with 18-in. walls, and the vault was con- 
structed of the same material of the same 
thickness, with iron doors, “fire-proof and 
thief resisting.” The front door and 
windows were of the ordinary business type. 
The rear door and window were protected 
by iron gratings. The grating over the rear 
door is described as a “barred door.” It 
was made of iron and was a “lattice work 
hung by two hinges on two steel pins which 
were anchored in the cement wall. It was 


July, 1924 
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fastened . . . with a padlock on the inside 
of the grating.” There was also a heavy 
wooden door across which, on the inside, 
was an iron bar. On either side of the bank 
building are wooden structures, and in the 
rear is a high, board fence. A vacant lot 
adjoining the bank premises gave access to 
the rear of the bank building Trees near 
said fence obscured the back door through 
which entrance to the steel vault was ef- 
fected. No,burglar alarm, bell, or other 
warning device was installed in the bank. 
There was no watchman for the same; the 
only peace officer in the community lived 
on the same street as the bank and within 
65 feet of it. From the front of the bank 
the upper portion of the vault door could be 
seen by looking through the window, over 
the top of grill work surmounting frosted 
glass and wooden base. The whole parti- 
tion was probably five feet high. Several 
trains passed on the main line during the 
night, and there was generally some switch- 
ing there also. The street lighting system 
of the town was by popular subscription, 
and as funds were low the lights were used 
only occasionally.. There was no telephone 
service out of the town after 6 or 7 o'clock 
in the evening. No one slept in the buildings 
on either side of the bank. Defendant had 
rented yearly on an average of 100 safe:de- 
posit boxes at an annual rental of $2 per 
box; the total income therefrom approximat- 
ing $200 per annum. Defendant was accus- 
tomed to, and did, on the night of the 
robbery, use one of the safe deposit boxes 
for some of its own coin and Liberty Loan 
bonds. The safe deposit vault was burglar- 
ized by unknown persons by the use of the 
oxyacetylene torch and flame. With one 
possible exception this was the first bank 
robbery accomplished by such means in the 
United States, but following in the same 
year there were four other similar bank 
robberies in California. The oxyacetylene 
flame will cut through solid steel, at least 
26 inches thick. The precautions taken by 
the defendant for the safety of its box 
renters and the contents of such safe de- 
posit boxes were similar and at least equal 
to those taken by all other banks in similar 
and even larger communities in California. 
Up to the time of the robbery no bank in 
any community in California with a popula- 
tion of less than 1,000 had a burglar alarm 
on its safe deposit vault, or kept a private 
watchman. 

Defendant alleges as its first point for 
reversal that the evidence is insufficient to 
justify the verdict on any count. 


Ordinary Care in General 


|. leasing safe deposit boxes is bailee for 
hire and in absence of stipulation not an 
insurer but must exercise degree of care a prudent 
person takes of his own property of like descrip- 
tion, the standard varying with time and place, the 
influence of custom and business and kind of 
articles. 

The relation between these parties was 
that of bailor and bailee. The defendant 
was a bailee for hire. It devolved upon de- 
fendant to use ordinary care in the safe- 
guarding of plaintiff’s property. Cussen v. 
Southern California Savings Bank, 133 Cal. 
534, 65 Pac. 1099, 85 Am. St. Rep. 221. 
In the absence of any stipulation between 
the parties, the limit of a bailee’s obligation 
is the exercise of ordinary care, and he 
cannot be said to be an insurer of the prop- 


erty against theft, if he has exercised 
such care. Perera v. Panama Pacific In- 
ternational Exposition Co., 179 Cal. 63, 175 
Pac. 454; Copelin v. Berlin Dye Works, etc., 
Co. 168 Cal. 715, 144 Pac. 961, L.R.A. 
1915C, 712. In general it may be said that 
a bailee is required to exercise that degree 
of care which an ordinarily prudent person 
bestows upon his own property of a like 
description. The standard of ordinary care 
must, of necessity, vary with time and place, 
since what might be ordinary care at cer- 
tain times and in certain localities might, 
at different times and at other places, 
amount to but slight care. The influence of 
custom and business must also be considered 
in determining what is ordinary care, as in 
certain businesses or trades disposition may 
be made of property or goods by a man of 
ordinary prudence which, under other cir- 
cumstances, would certainly be open to the 
charge of gross negligence. Moreover, 
what would be the exercise of ordinary care 
with regard to articles of a certain kind, 
might be far from such with regard to 
those of a different sort. When one is want- 
ing in the exercise of ordinary care, he is 
said to be guilty of ordinary negligence. 


Ordinary Care Against 
Burglary 


ONSTRUCTION of bank building, methods of 

protection and general conduct of business 
should conform to those of banks in similar com- 
munities. 

It would seem that the ordinary care re- 
quired of a bank in a case like this is that 
the construction of the bank building and 
the methods of protection and the general 
conduct of its business should conform to 
those of banks in similar communities. 
Chilberg v. Standard Furniture Co., 63 
Wash. 414, 115 Pac. 837, 34 L.R.A. (N.S.) 
1079; Ketterer v. Armour & Co., 247 Fed. 
921, 160 C.C.A. 111, L.R.A. 1918D, 798; 
Battelle v. Mercantile Warehouse Co., 139 
App. Div. 649, 124 N. Y. Supp. 135; Jones 
v. Hatchett & Bro., 14 Ala. 743; Bertha 
Zinc Co. v. Martin’s Admr., 93 Va. 791, 22 
S.E. 869, 70 L.R.A. 999; Pioneer Fire 
Proof Construction Co v. Caroline Sand- 
berg, Admx., etc., 98 Ill. App. 36; Burns 
v. Sennett & Miller, 99 Cal. 363, 33 Pac. 
916; Hennessey v. Bingham, 125 Cal. 627, 58 
Pac. 200; Longuy v. La Société Frangaise, 
52 Cal. App. 370, 198 Pac. 1011. 


Burden of Proof of Negligence 


HERE box-renter alleges bank negligent, 

burden on him to prove regligence and 
burden not sustained by proving failure to install 
burglar alarm or employ watchman nor by prov- 
ing no telephone system, inadequate locks and eye 
bolts on back door, inadequate street lighting sys- 
tem, trees and high board fence screening rear 
premises from observation, frosted windows, grill 
work obscuring view of vault door, shades on win- 
dows and noise of passing trains, as such circum- 
stances afford insufficient basis for inference of 
negligence and even though such combination of 
circumstances be deemed negligence, such negli- 
gence not proximate cause of burglary. 


Before proceeding with a consideration 
of the evidence we will advert to the charges 
made by plaintiff in his complaint against 
the defendant. It is alleged that the de- 
fendant was negligent and failed to use 
ordinary care in safeguarding the property. 
It was incumbent upon plaintiff to sustain 
the burden of proving these charges. As 
was said in Perera v. Panama Pacific In- 
ternational Exposition Co., 179 Cal. 63, 175 


Pac. 454, it was incumbent upon the bailor 
to introduce evidence from which the jury 
might legitimately infer that the loss or theft 
was due to the lack of ordinary care on the 
part of the bailee. An examination of the 
record discloses an utter lack of such af- 
firmative proof. Plaintiff’s counsel beg the 
question by arguing that “no care at all ap- 
pears to have been used by the bank in safe- 
guarding its safe depositors.” We look in 
vain for the proof. Take, for example, the 
charges of omission made against defendant, 
such as the failure to install a burglar alarm 
or employ a watchman; there is no evidence 
to support the conclusion that either of such 
omissions was a negligent omission. The 
same may be said with reference to every 
other charge made by plaintiff. But, say 
counsel for plaintiff, “we do not contend 
that any one of these elements would neces- 
sarily in itself be conclusive upon the ques- 
tion of reasonable care, but we do contend 
that all of them taken together constitute 
a very strong case of gross negligence.” 
A complete answer to this contention is 
that the evidence is as barren of any proof 
which would support any “element” in 
plaintiff’s case as it is with respect to the 
omission of the burglar alarm or watchman. 
In this connection counsel call our attention 
to what they term a combination of circum- 
stances such as no telephone system, in- 
adequate locks and eye bolts on back door, 
inadequate street lighting system, trees and 
high board fence screening rear premises 
from observation, frosted windows, grill 
work, obscuring the view of vault door, 
shades on windows, noise of passing trains, 
and the like. Such circumstances furnish 
no sufficient basis for any inference of negli- 
gence. Furthermore, even though such com- 
bination of circumstances be deemed negli- 
gence, it cannot be maintained that such 
negligence was the proximate cause of the 
burglary; the connecting links between the 
negligence and the burglary are wholly 
lacking. Union Investment Co. v. San 
Francisco Gas & Electric Co., 168 Cal. 58, 
141 Pac. 807; Puckhaber v. Southern 
Pacific Co., 132 Cal. 363, 64 Pac. 480. The 
view we have herein expressed upon the 
question of the proof of negligence is fully 
supported by the opinion of Mr. Justice 
Myers of the Supreme Court in the recent 
case of Marovich v. Central California 
Traction Co. (Cal. Sup.) 216 Pac. 595. 


When Court and Not Jury 
Decides 


HERE facts afford no basis for inference of 
; negligence, question is for court and not for 
jury. 

Plaintiff cites a number of cases holding 
that one doing a safe deposit business is a 
bailee for hire and is bound to use ordinary 
care, which is conceded. It is urged that 
the material facts in this case are in dispute, 
and therefore the question of negligence was 
one for the jury. We have gleaned from 
the record and stated herein all of the facts. 
We accept the rule as stated in Runkle v. 
Southern Pacific Milling Co., 184 Cal. 714, 
195 Pac. 398, 16 A.L.R. 275, that— 


“Tt is only when the facts of a given 
case are not in any event or in any view 
of the case susceptible to the inference 
of negligence sought to be deduced there- 
from that the question of negligence be- 
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comes one of law for the sole considera- 
tion of the court rather than one of fact 
for the determination of the jury.” 


It is apparent that counsel for plaintiff 
err in the application of this rule. Negli- 
gence is always a question of fact to be 
alleged and proved as averred. It cannot 
be supported by mere conjecture or surmise, 
but must be made referable to some specific 
cause or defect. As was well said in 
Perera v. Panama Pacific International Ex- 
position Co., supra, at page 67 (175 Pac. 
456) : 


“It is true, of course, that evidence of 
facts and circumstances from which want 
of ordinary care may reasonably be in- 
ferred is sufficient to support a conclu- 
sion of negligence, in which event the 
question of negligence is one for the jury. 
But the difficulty here is that the facts 
and circumstances shown by the evidence 
furnish no sufficient basis for any such 
inference.” 


Negligence is not to be imputed from 
methods in general use in any business. The 
standard of ordinary care is established by 
competent testimony upon the custom and 
general usages of the business. Absolute 
protection against bank burglary, in small 
communities, is unattainable. Indeed, one 
witness, a safe manufacturer, said in this 
case “there is no such thing as a burglar- 
proof safe . . . By theft-resisting I mean 
the safe gives reasonable protection.” No 
man is held by law to a higher degree of 
care than the fair average of his profession, 
business, or trade, and the standard of due 
care is the conduct of the average prudent 
man. The test of negligence in the bailee 
is the same, and however strongly they may 
be convinced that there is a better, no jury 


Emphasis On Prices 


(Continued from page 12) 


most complete paralysis of Continental Euro- 
pean industries, has had little effective campe- 
tition for his products in the markets of the 
world. Just when these European enter- 
prises will find it possible to resume any- 
thing like normal activity no one can say, 
but once they do, they will produce cheaper 
and in greater quantities than ever in their 
history, and consequently will sell at prices 
far below the present level of American 
markets. When that time comes the Ameri- 
can manufacturer whose plant, like that of 
the farmer, is geared up for large excess 
production will find himself driven from 


The Farmer as Organizer 


HAT the farmer is at a disadvantage 

because he is unable to organize seems 
to be an accepted principle in discussing 
agricultural conditions. But is it true that 
the farmer is unable to organize? As aclass 
he is in touch with the world and with 
his fellow farmers. Except in a minority 
of case: he can feel the pulse of the busi- 


can be permitted to say that the usual way 
and ordinary way is a negligent way, for 
which liability shall be imposed. Juries 
must necessarily determine the responsibility 
of individual conduct, but they cannot be 
allowed to set a standard which shall, in 
effect, dictate the customs or control the 
business of the community. Bertha Zinc 
Co. v. Martin’s Adm’r., 93 Va. 791, 22 
S.E. 869, 70 L.R.A. 999. Counsel for plain- 
tiff would have defendant an insurer, which 
most emphatically it is not. 


Weakness of Vault Door 


EGLIGENCE not inferable fact 
boxes not kept behind a stronger door. 


that 


Counsel for plaintiff further insist, that 
negligence is inferable trom the fact that 
the safe deposit boxes were not kept be- 
hind a stronger door of a vault maintained 
by defendant. Merchants’ Bank of Vander- 
voort v. Affholter, 140 Ark. 480, 215 S.W. 
648, is cited in support of such proposition. 
An examination shows that this was a case 
where Liberty bond subscription cards desig- 
nating registered bonds, together with pur- 
chase price of bonds were deposited with 
the bank, the bank having ordered coupon 
instead of registered bonds, was liable to 
subscribers for money advanced, upon the 
theft of the bonds from the bank vaults, 
whether it was acting as agent of sub- 
scribers or as promoter of loan drive, since 
having accepted funds for purchase of bonds 
it was responsible to subscribers either for 
return of money or for delivery of bonds 
designated in subscription contract. Here 
the bank had a special duty to perform and 
was intrusted with the money with which to 
purchase the bonds. It undertook to pur- 
chase the bonds and safely keep them. The 
case is not at all in point. Besides, in the 


the markets of the world, and despite in- 
iquitous tariffs having to fight for his mar- 
ket at home, unless and until he adjusts his 
production cost and his selling price to the 
competition he will be forced to meet. That 
this adjustment will be made is inevitable. 
It cannot be made, however, until a reduc- 
tion in the cost of labor is tftade, and this 
may not be anticipated without a_ bitter 
struggle. 


HE next battle for legislative protection 

is more likely to be from organized la- 
bor than from the farmer. But in the end 
labor will not materially suffer, for what 
the laborer receives is of less consequence 
than what he pays. If in the liquidation that 
comes, the cost of living is reduced, as cer- 


ness world day by day. The farmers of 
America demonstrated some ability to or- 
ganize under adverse conditions during the 
Revolution. They possess that ability to- 
day. One difficulty in getting many farm- 
ers into societies is that they have had pre- 
vious and sometimes unfortunate experience. 

However, one of the most striking devel- 
opments of the past few years in the sphere 
of agriculture has been the organization of 
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instant case the facts show that defendant 
was accustomed to and did use the safe 
deposit boxes for some of its own coin and 
Liberty bonds. 


URTHERMORE bank proved mai:te: ance «t 
vault conformed to practice and conduct o1 
other country banks in similar towns. 

While plaintiff has wholly failed to af- 
fimatively show negligence, defendant has 
shown by undisputed evidence, that in main- 
taining its safe deposit vaults it conformed 
to the practice and conduct of all other 
country banks in California, situated 
towns of like population and character. 
Briefly, this evidence shows, without con- 
flict or contradiction, that the bank building 
was as good or better than the ordinary 
country bank building in California; that 
the interior arrangement of the bank was 
the ordinary and usual arrangement; that 
the bank vaults were protected by doors 
similar in all respects to those in other 
banking institutions in California in similar 
sized communities; that no bank in Cali- 
fornia, up to the time of the robbery, in 
a community of less than 1,000 inhabitants, 
had either a night watchman or a burglar 
alarm. 


Bank Not Liable 


ELIEVING, as we do, that the evidence 
wholly fails to sustain the verdict, we 

are of the opinion that the judgment must 
be reversed. The order of the trial court 
taxing costs, made after judgment, from 
which the defendant also appeals, naturally 
falls with the main case. We consider it 
unnecessary to consider other points raised 
by defendant. 

Judgment reversed. 

We concur: Tyler, P. J.; Short. J., pro 
tem. 


tainly it will be, the laborer will have an 
equal margin of savings, although working 
for a smaller wage. Labor, when this crisis 
comes, will have a choice of meeting the 
situation in a spirit of fairness and equity, 
or of paralyzing industry, which cannot 
meet the competition of its less expensive 
competitors, and of inevitable idleness and 
privation. Labor leaders who have indus- 
triously fought for ever increasing wages 
may soon face a terrific responsibility if they 
continue their strong-arm tactics of holding 
up industry for all the traffic will bear. It 
is one thing to terrorize commercial life 
when there are two jobs for every man. 
It is a more difficult thing to do when there 
are two men for one job. 


cooperative marketing associations. In the 
Middle West, the South and on the Pacific 
Coast the growers of various products have 
banded together in their desire to gain a 
better price for their commodities, and they 
have been successful to a large extent. In- 
deed, the extension of the cooperative mar- 
keting idea has been advanced as the most 
effective means the farmer has within his 
command of bettering his own condition. 


| | 


Bitts AND NotEs—Notes ON SUNDAY 
Bur Datep ON WEEK Day—FAILURE 
to AsFIxX REVENUE STAMPS 
—MIssISSIPPI 


HEN a party makes and puts in cir- 

culation a negotiable instrument pur- 
porting to be made and bearing date of a 
secular day, he is estopped as against an in- 
nocent holder from showing that it was ac- 
tually executed and delivered on Sunday. 
The failure to place the proper revenue 
stamps on a negotiable instrument in ac- 
cordance with the Federal law does not ren- 
der it non-negotiable in this state. Currie- 
McGraw Company v. Friedman, Sup. Ct. 
Miss. Decided May 26, 1924. 


CHECKS—RECOVERY DENIED WHERE ACTION 
Was on CHECKS GIVEN IN “KITt- 
Inc CHECKS’—MICHIGAN. 


HE plaintiff and defendant were inter- 
Lo in promoting .two small corpora- 
tions. They did not have sufficient funds 
so they agreed to exchange checks, one of 
the parties living in Toronto and the other 
in Detroit. The plaintiff gave checks to 
the defendant, and the defendant gave checks 
to the plaintiff. As money was required in 
Detroit, the defendant would present one 
of plaintiff’s checks, advise the plaintiff, and 
the plaintiff would deposit one of defend- 
ant’s checks to meet it. This practice was 
what is known as “kiting checks,” and the 
plaintiff admitted that he knew it was a 
fraud on the bank in that it gave a false 
credit. This action was on checks given 
in the course of these transactions. Held: 
There can be no recovery. The parties were 
engaged in an unlawful practice to establish 
a false credit for the purpose of getting 
funds to finance their corporations. Both 
parties are in pari delicto, and neither is 
entitled to any consideration from the courts. 
The courts are busy enough untangling legit- 
imate transactions, without undertaking to 
enforce a balance which has accrued to one 
of two persons out of fraudulent transac- 
tions. Kremer v. Smith Supt. Co., Michi- 
gan. Decided June 2, 1924. 


CHECKS—PAYMENT OF ForGED CHECKS— 
Depositor Not NEGLIGENT— 
MASSACHUSETTS. 


ie this case the plaintiff, the proprietor of 
an automobile selling business, employed 
an auditor to install a bookkeeping system. 
The auditor took charge of the check-books 
and other books. He forged several checks, 
and upon their return apparently destroyed 
them. It was found as a fact in the case 
that the plaintiff was not negligent in not dis- 
covering the forgeries. The plaintiff sued 
the bank for its negligence in paying forged 
checks. Held: Plaintiff should recover. The 
court stated the general principle of law to 
be that the bank was bound to know the 
signature of its depositors, and payment of 


Recent Decisions 


DIGESTED BY THOMAS B. PATON, JR 


Assistant General Counsel 


Summarized 


AN innocent holder of a note 

dated as of a secular day 
cannot be defeated by the pariy 
liable showing it was actually ex- 
ecuted and delivered on Sunday. 
Federal revenue stamp not neces- 
sary for negotiability. 


HERE there is a mutual 

exchange of worthless 
checks for deposit between par- 
ties, to enable them to take ad- 
vantage of credit of checks while 
in float, known as “kiting checks,” 
neither party engaged in the un- 
lawful practice can recover on 
the checks given in the transac- 
tion. 


DRAWEE bank is bound to 

know its depositor’s signa- 
ture. Bank is loser where de- 
positor’s audiior forges and 
cashes checks, if depositor is free 
from neglect in supervision of 
business. 


RAIWEE bound to know de- 
positor’s signature. Cannot 
recover from holder in due 
course for whom it cashes checks 
on forged signature of depositor. 


EW notes given in lieu of 
old obligations in bona fide 
holder’s hands are founded on 
sufficient consideration, substitu- 
tion being prima facie proof of 
consideration. 
M 4KER of a note seeking to 
bind an estate, signing as 
administrator when he is not 
such, is personally liable thereon. 


‘ 

B ANK getting proceeds for 
transfer of customer’s note 

to another bank by ultra vires 
act of benefited bank’s president, 
is bound by president’s guaranty 
of the note, the guaranty induc- 
ing the payment of proceeds. A 
renewal or extension of the guar- 
anteed note releases the guaran- 
tor. 


a forged check, either over the counter, or 
through a clearing house, could not be 
charged against the plaintiff if he was wholly 
free from neglect or default in connection 
with the management or supervision of his 
business, which contributed to the fraud 
practiced upon the defendant. Grow v. Pru- 
dential Trust Co. Sup. Ct.—Massachusetts 
Decided May 23, 1924. 


Birts AND NotEs—New Notes GIVEN FoR 
Otp ARE FouNDED ON A SUFFICIENT 
CoNSIDERATION—KANSAS. 


HERE an indebtedness is refunded and 

new instruments are given in lieu of 
older obligations valid in a bona fide holder's 
hands, with such changes in due date, rate 
of interest and the like as the convenience 
or necessities of the debtor may require and 
the circumstances of the creditor permit, the 
substitution of the new obligation for the 
old one is sufficient consideration, and the 
fact of substitution is prima facie proof uf 
consideration. Pool v. Gates. Sup. Ct. 
Kansas. Decided May 10, 1924. 


Bitts AND NotEsS—ONE SIGNING IN A Rep- 
RESENTATIVE CAPACITY, BUT WITHOUT 
AutHority, Hetp PERSONALLY 
LiaBLE—RuHopE ISLAND. 


N this case the defendant purchased a 

motor truck and gave a promissory note 
signed “Est. of Felix Hebert, Frank Hebert, 
Adm’r.” I+ does not appear in evidence 
that the defendant had been appointed ad- 
ministrator, or that he had purchased the 
truck for the estate, or that he had authority 
to do so. Sec. 26, Chap. 200, Laws 1909, 
provides among other things that where 
a person adds to his signature words indi- 
cating that he signs (a negotiable instrument ) 
in a representative capacity, he is not liable, 
if he was duly authorized. The plaintiff 
claims that, under this section, the defen- 
dant is personally liable on the note, as he 
was not fully authorized to sign it. Held: 
As the defendant had nv authority to sign 
the note for the estate of Felix Hebert, he 
is personally liable on it. Ryan v. Hebert. 
Sup. Ct., Rhode Island. Decided June 7, 
1924. 


PRESIDENT’S GUARANTY oF Note ULTRA 
VirrES—GuARANTY FOR BANK’s BENEFIT 
Brinps BANK—DISCHARGED BY UN- 
AUUTHORIZED ExTENSION— 
TEXAS. 


LAINTIFF bank extended credit to a 

motor company in 1920 above the amount 
allowed by statute to one borrower. The 
president of plaintiff bank induced defen- 
dant bank to take one of the notes to the 
amount of $25,000, himself as president guar- 
anteeing the payment thereof. Defendant 
credited plaintiff with the amount, which 
plaintiff forthwith withdrew in preparation 
for the examiner. The directors of plain- 
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tiff did not know of the transaction for 
months and never ratified the same. 

The note was renewed, without the knowl- 
edge or consent of the president guarantor, 
and reduced by payment of interest and $6,- 
000 principal. Later the motor company 
borrower became insolvent, and defendant 
bank, seeking to avail itself of the guar- 
anty on the note, applied plaintiff bank’s 
balance with it to the note. And this suit 
is brought for the restoration of the bal- 
ance. 

Plaintiff claims that it was not bound by 
the guaranty of the president, since the bank- 
ing law provided that a bank officer could 
not negotiate obligations received for loans 
unless authorized by the board of directors. 
And, further, that whatever liability on the 
note there might have been against plaintiff, 
it was discharged by the extension of the 
note without the consent of plaintiff. 

To the plea that plaintiff was not bound 
by the president’s guaranty, because his 
act was ultra vires as to the bank, the court 
held that since plaintiff bank had received 
the proceeds of the note, induced to be taken 
by the guaranty, it could not avail itself 
of this plea. But on the grounds that a 
guarantor cannot be held on a subsequent 
note, given for the surrender and discharge 
of the guaranteed note, the court held for 
the plaintiff, and it is affirmed on appeal. 
For liability upon guaranty is discharged by 
unauthorized renewals and_ extensions. 
Farmers’ State Bank v. First State Bank, 260 
S. W., 664. . 


Trust Powers or A NATIONAL BANK— 
Power OF A NATIONAL BANK Con- 
VERTED FROM A TRUST COMPANY TO 
CONTINUE AS EXECUTOR AND 
TRUSTEE—MASSACHUSETTS. 


HE Supreme Court of Massachusetts 

just handed down a decision which is 
of considerable interest to national banks; 
the case involving the question whether the 
First National Bank of Boston has a right 
to be appointed executor under a will which 
in terms appointed the International Trust 
Company, the International Trust Company 
having been consolidated with the First Na- 
tional Bank of Boston under the United 
States Statutes, and the testator having sub- 
sequently died. 

The court reasoned that, when a trust 
company named as executor in a will is 
converted into a national bank, it is no longer 
the executor named, because it is governed by 
different laws, created by and subject to a 
different sovereignty whose policy with re- 
spect to the powers and duties of trustees 
is materially different from that of the state 
law governing trust companies. Petition of 
First National Bank of Boston, decided June 
14, 1924. 

Note: The United States Supreme Court 
in Metropolitan National Bank v. Clagett, 
141 U. S. 530, was very pronounced in its 
views that the conversion of a state into a 
national bank did not destroy its identity, 
but resulted in a conversion of the same 
corporation under a changed jurisdiction with 
the same property, assets and banking busi- 
ness, and in view of this position of the Su- 
preme Court the question is not so free from 
doubt, but that an appeal to the Supreme 
Court would be justified to obtain the final 
decision of the proposition by the ultimate 


tribunal. If the converted bank is the same 
corporation to continue its banking business, 
why can it not be equally argued that it is 
the same corporation to continue its trust 
business ? 


Non-PAYMENT OF CHECKS DRAWN AGAINST 
SuFFICIENT Deposit—StatutTory REeE- 
QUIREMENTS OF Proor oF ACTUAL 
DAMAGE TO DRAWER—AR- 
KANSAS. 


pia TIFF boarding house operator 
drew four checks against defendant bank 
where she had a balance sufficient to cover 
the checks. The bank returned the checks 
to the payees, marked “No funds,” because 
it had charged off plaintiff’s deposit to cover 
an obligation against her in favor of the 
bank, and which was not then due. The bank 
had no lien on the deposit and was mistaken 
in thinking they had a right to write off the 
deposit of a solvent depositor. 

Plaintiff sued the bank on the ground that 
her credit had been injured as a trader, and 
the lower court awarded her $250. But 
this court reversed and remanded for a 
new trial, on the ground that plaintiff could 
not recover substantial damage until she 
proved that there was such damage result- 
ing. For under the Arkansas General Acts, 
1921, p. 514 (at p. 524), there could be re- 
covery for “wrongful dishonor of his check 
only upon allegation and proof of such spe- 
cial damages as have proximately resulted 
to him therefrom.” State Bank v. Marshall, 
260 S. W. 431. 

Note: During the last few years at the 
instance of the A. B. A. similar drafts have 
been passed in seventeen states limiting the 
liability for non-payment of checks through 
error. Under the recommended draft, only 
actual damage as alleged and proved can be 
recovered. This changes the rule for the 
enacting states, for without the act mer- 
chants and traders are awarded substantial 
damage without proof thereof, it being 
presumed their credit is injured. 


Securities Lert witH BANK FoR SAFE- 
KEEPING Not SuBJECT TO GENERAL LIEN 
AGAINST BANKRUPT—PRIOR AGREE- 
MENT May Vary RuLE—MaAssa- 
CHUSETTS. 


LAINTIFF is trustee in bankruptcy of 

a former customer of defendant bank, 
and now demands of defendant the surren- 
der of certain Liberty bonds which it held 
for safekeeping. The customer had pur- 
chased the bonds through defendant by par- 
tial payments while he was doing a gen- 
eral banking business with it. The customer, 
a wholesale feed dealer, got advances and 
discounted drafts against his consignees with 
defendant, after entering into an agreement 
with defendant that it would have a lien 
on his deposit with all securities left by 
the bankrupt “for safekeeping or otherwise” 
then and any time in the future. 

When the Liberty bonds were paid for in 
full, defendant gave the bankrupt a receipt 
for the bonds “for safekeeping,” and they 
remained in the possession of the bank. 
And now plaintiff trustee demands the bonds 
as part of the assets of the bankrupt on 
the ground that they were with the bank 
only for safekeeping. But under the terms 
of the contract the bank was allowed to 


show that as between the bank and the cus- 
tomer all the collateral of the customer in 
the possession of the bank was there for 
securities on advances and contingent lia- 
bilities on the drafts of the customer. Nor 
could the fact that the bonds were not in 
existence at the time of the agreement fo: 
the lien affect the right of defendant to 
hold them in accordance with the terms, 
which covered future as well as present col- 
lateral. 

The court pointed out that a bank has no 
lien on bonds left with it merely for safe 
keeping, other than the charges for such 
safekeeping, unless there is an agreement ex 
tending such lien. Foster v. Com. Nat. Bank, 
142 N. E. 767. 


GUARANTY OF BANK DeEposits—BANK Com 
MISSIONER DETERMINES INTEREST 
RaTE ON Depos- 
ITS—KANSAS. 


LAINTIFF was issued a certificate of 

deposit by a bank now insolvent, which 
certificate provided for payment “on re- 
turn of this certificate properly indorsed, 
interest at the rate of 4 per cent per annum 
for all full months if left six months.” The 
bank commissioner refused to issue plain- 
tiff a certificate upon the State Guaranty 
Fund for the amount of the deposit, al 
though the insolvent bank’s depositors were 
guaranteed under the State Depositors’ Guar- 
anty Fund, and the certificate recited that 
the deposit was guaranteed. The ground 
of refusal was that, under the authority con- 
ferred upon the commissroner by law, he 
had named the class of deposits eligible for 
guaranty; and this deposit did not fall 
in the class of approved “maximum rate of 
4 per cent on time certificates of deposit not 
payable in less than three months and not 
extending more than two years and having 
a definite date of maturity when interest 
shall cease.” 

Plaintiff proceeded by mandamus to com- 
pel the issuance of the certificate on the 
Guaranty Fund, but was unsuccessful, the 
court holding that the money was deposited 
for a certifiate bearing 4 per cent, but not 
complying with the requirement for certifi- 
cates bearing such high rate of interest. That 
the commissioner had ruled that certificates 
must be payable at a definite time within two 
years, while it was payable any time after 
six months with 4 per cent interest, and any 
time before without interest, and that since 
no time was fixed for redemption of the cer- 
tificate, it did not conform to the order of 
the commissioner for a time certificate, and, 
therefore, was not covered by the Depos- 
itors’ Guaranty Fund. Barrett v. Foster, 
223 Pac., 1091. 

Note: This decision seems to defeat the 
intention of the legislature that “all deposits 
not otherwise secured shall be guaranteed 
by this act.” [Kan. Gen. Stat. (1915), Sec. 
600, re-enacted 1923, c. 72, p. 108]. It was 
intended that banks should not “pay inter- 
est on different terms or in excess of a 
rate (which rate shall be uniform within 
each county) that shall be approved by the 
bank commissioner.” But it is doubtful that 
the commissioner is authorized to set any 
arbitrary limit within which time certificates 
of deposit must become due, his power going 
to the rate of interest only, and not as to 
how long or short the time of running. 
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Of What Are We Fearful? 


By WALTER W. HEAD 


President American Bankers Association 


No Obstacle to Progress Comparable to Those Our Forefathers 


Overcame. 


Era of Continental Currency. 


Easy Money and 


Easy Credit of the Early Thirties When Great Tracts of Land 
Were Exchanged for Paper Currency. Resources for Every Need. 


O man acquainted with conditions 

in our agricultural districts, who 

has been and still is familiar with 

the problems of the farmer, can 
minimize the seriousness of the economic 
depression. On the other hand, too fre- 
quently during the recent period of depres- 
sion, the more devastating loss has been 
the loss of confidence, the loss of confi- 
dence in our individual power, the loss of 
confidence in the ability and integrity of 
our fellows. 

Man’s mind and man’s spirit are more 
potent than dollars made by man. If we 
revive the one, we will soon restore the 
other. 

Of what are we fearful today? What 
is there, in today’s crisis, that is more se- 
rious, that we are less able to surmount, 
than the crises of former years. There is 
nothing; there is no obstacle to progress 
greater than those which our forefathers 
overcame in their day, that there is no dis- 
ability of our people more serious than 
those against which they labored. On the 
contrary, we have advantages, great ad- 
vantages, which they did not enjoy. We 
have greater wealth, greater knowledge, 
greater experience, greater resources of com- 
munication and of transportation for the 
mobilization of our forces. What we must 
develop—from the inherent strength within 
us—is patience, tolerance, persistence, cour- 
age. 


What Crisis Is Comparable 


HAT crisis —today —compares with 

that of 1775 to 1783, when America’s 
gallant little army fought for independence 
against a powerful foe! Continental cur- 
rency was issued by the wagonload—and 
depreciated in value until a paper dollar 
would pass for only two or three cents. So 
serious was the situation that Congress 
sought to force by legislative act the ac- 
ceptance of its paper money in exchange 
for merchandise; men suffered the loss of 
their stocks of merchandise—were sent to 
jail—for refusing to accept Continental cur- 
rency. Congress undertook to fix the price 
of provisions and the wages of all labor, 
but few there were who honored the de- 
cree by obedience thereto. Finally General 
Washington was authorized to seize the 
provisions needed by his army, giving the 
former owners a receipt of seizure which 
was a claim for later payment. Even this 
drastic measure—almost a last resort—had 
to be abandoned because of popular opposi- 
tion. The revolutionary cause continued to 


stagger along, sustained by one bit of good 
fortune and then another—never secure. At 
Valley Forge, in 1778, 3000 of Washington’s 
little army of 8000 men were barefooted 
and almost naked; Washington wrote to 
Congress that unless relief came the army 
must “starve, dissolve or disperse in order 
to obtain subsistence.’ Three years later 
Washington’s march to Yorktown—the mili- 
tary strategy which ended the war with 
victory—was halted because the Continental 
soldiers demanded pay—and Washington had 
no money with which to pay them. Robert 
Morris borrowed $20,009, a sum sufficient to 
cheer the weary soldiers, and the march 
to victory was resumed. 

Such were the overwhelming odds against 
which the patriots of the Revolution were 
forced to labor. Such was the plight of 
our nation in the critical period of its 
birth—financially, virtually bankrupt; eco- 
nomically, perilously near collapse. 

Yet victory was won. Independence was 
achieved. Strong and enduring structures 
of government and of finance were estab- 
lished. The darkest hour proved indeed to 
be the hour just before the dawn. 

A little more than fifty years later the 
country suffered from a period of over- 
expansion and subseq ent deflation, which, 
in certain respects, parallels our present sit- 
uation. The early thirties were years of 
“easy money” and “easy credit.” Plenty of 
cheap money stimulated speculation. Enor- 
mous tracts of public lands were sold to 
settlers or to speculators. There were 
“booms” in real estate, in cott n, in tim- 
ber and other commodities. Between 1834 
and 1836 the sales of government land 
rose from less than $5,000,000 to nearly 
$25,000,000 annually. In New York City 
the assessed valuation of property rose in 
two years from $104,000,000 to $253,000,- 
000, while in Mobile, Ala., the speculative 
fever raged so furiously that property val- 
ued at $1,294,000 in 1831 was rated in 1837 
by speculative traders as being worth $27,- 
480,000. 

‘4 


Land for Paper Money 


REAT tracts of government land were 

exchanged for paper currency issued by 
banks of doubtful solvency. The situation 
alarmed President Jackson, and in 1836 he 
issued the famous “specie circular”—an ef- 
fort on his part to put a check to reckless 
inflation, comparable in fact to the action 
of the Federal Reserve Board in 1920 when 
it increased the discount rate. Jackson 
undertook to check over-expansion of cur- 
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rency; the Federal Reserve Board directed 
its attention against over-expansion of credit. 
The purpose was the same—the result was 
the same. 

Jackson’s order required payment for gov- 
ernment lands to be in gold or silver. It 
dealt a staggering blow to speculation. The 
banks then held less than $38,000,000 in 
specie, against $525,000,000 of outstanding 
notes. Few of them could redeem their 
currency, and there were widespread sus- 
pensions. Everywhere there was distress. 
Men were thrown out of work; in New 
York City there were bread riots. During 
the short period of ten days in the spring 
of 1837 the business failures in New York 
City involved $27,000,000, a stupendous sum 
for that day. Property could not be sold 
for enough to pay the taxes. A committee 
of New York business men advised the Presi- 
dent that, in eight weeks, 250 large business 
houses had failed—a great number for that 
day—that 20,000 laboring men were parading 
the streets, destitute of food and unable 
to find employment. Coin disappeared from 
circulation. A number of states, unable to 
raise money by taxation, repudiated the in- 
terest and principal of their debts. 

Martin Van Buren succeeded Andrew Jack- 
son as President of the United States just 
as the storm broke, and in the autumn of 
1837 he called a special session of Congress. 
In his message to Congress he specified four 
causes for the disastrous panic, three of 
which find close parallels in the situation 
which existed four years ago. These causes 
were: (1) Over-expansion of banking facili- 
ties; (2) excessive borrowing of foreign 
money by individual states; (3) reckless 
speculation in land; (4) vast expenditures 
for “ruinously improvident” public works. 


No Relief by Legislation 


expedients of legislation were 
proposed for relieving the situation. 
None was adopted. President Van Buren 
insisted that, instead of praying to the gov- 
ernment for relief, individual citizens must 
find the solution of their difficulties in a return 
to toil, economy and thrift. That—and that 
alone—brought relief. In a few brief years 
the whole country was again on the upgrade 
of progress, enjoying prosperity which lasted 
until almost the beginning of the Civil War. 

I have cited these two crises of our early 
history in some detail—the first because of 
its extreme importance, threatening as it 
did the very birth of the nation, the second 
because of its striking analogy to the pres- 
ent occasion. 
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In 1857 a financial panic forced all but 
three banks in the United States to suspend 
specie payments. Cotton dropped from six- 
teen to nine cents a pound, and there were 
widespread failures. Again in 1873 the 
failure of important New York banking 
houses precipitated that memorable Stock 
Exchange panic known as “Black Friday,” 
the preliminary of a countrywide depression 
which forced banks to close their doors, 
drove corporations into bankruptcy and threw 
many thousands of men out of work. Twenty 
years later the panic of 1893 swept the 
country. Many here present know personally 
of the losses which that entailed. Nor should 
we overlook, in this recapitulation, the great- 
est crisis of all—the Civil War. We have 
but to read the files of the daily newspapers 
ot 1861 to realize the enormity of the crisis. 
The beginning of the conflict found the 
northern states far from united behind the 
government at Washington. A _ substantial 
minority believed that the “erring sisters” 
should be allowed to “depart in peace.” The 
fiscal operations of the government were, 
at times, handicapped very seriously because 


Gold and Price Level 


(Continued from page 35) 


value of gold, and it is this element of un- 
certainty which makes it possible that ster- 
ling may prove to be a more stable currency, 
measured by its commodity value, even than 
the American dollar, the gold basis of which 
has not been disturbed. 

“Such arguments as these, however, do 
not diminish the desirability of the general 
re-establishment of a gold standard; they 
only indicate the essential preliminary of a 
return to conditions under which the effec- 
tive demand for gold will be sufficiently 
widespread to ensure that it really will be 
a standard of value and not a commodity 
whose value is determined by the price level 
ruling over a limited area. This, as was 
so clearly pointed out in the discussions at 
Genoa, cannot be done by any one country 
acting in iso'ation. If it can be conceived 
that at any time the United States would 
refuse to take gold at their mint price, the 
price would immediately be governed by its 
value as a commodity, unless this proved to 
be lower than the mint price in this country. 
On the other hand, if among the countries 
anxious to return to the gold standard, a 
strong demand for gold should develop, its 
commodity value would inevitably rise. 


Nature of Stabilization 


46 A NY great accumulation by European 

countries cannot, however, be consid- 
ered likely. Among many of the neutral na- 
tions, the central reserves are stronger than 
before the war, partly because of importa- 
tions from the belligerents and partly be- 
cause of the withdrawal of gold coinage 
from circulation. Among those countries, 
also, which have suffered more severely ana 
where the currency conditions are more un- 
certain, the difficulties of acquiring gold, in 
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of the lack of enthusiasm for the Union 
cause; before the war was over, men were 
drafted into the army and there were riots 
in New York City in opposition to the draft. 


Resources Sufficient for 
Every Need 


ET through all these crises the nation 

.merged triumphant. Courageous leader- 
ship and a devoted citizenry “carried on” in 
the face of every obstacle, overcame every 
handicap, swept aside all opposition. 

How can we, today, assume that we will 
do otherwise? Of what should we be fear- 
ful? 

We have been swept off our feet by 
the ease with which we were able to pro- 
gress in those days of seeming achievement, 
of fictitious rewards. We have suffered a 
setback. Some of us have suffered actual 
losses; some of us actually are worse off 
than we were before the period of unnatural 
inflation began. But still we have resources 
beyond those available at any previous pe- 
riod of our country’s history, resources sufh- 


the face of an adverse trade balance, are 
considerable, and the probability is that the 
form of stabilization adopted will depend, for 
its maintenance, not upon the accumulation 
of actual gold reserves, but rather upon the 
possession of adequate foreign balances. 

“Without some investigation of the pos- 
sible effect of such factors as these, it is 
almost impossible to foresee what the per- 
manent commodity value of gold will be. 
Yet it is an essential preliminary to the resto- 
ration of a full gold standard that this per- 
manent value should be known with suffi- 
cient accuracy, for that value will deter- 
mine the level of prices necessary to restore 
the pre-war parity, or, alternatively, the ra- 
tio of devaluation necessary in cases where 
inflation has proceeded too far for any at- 
tempt to reintroduce the pre-war parity to 
be successful. 

“Fresh possibilities which promise some 
measure of progress toward the solution 
of many difficulties are now develop- 
ing, and it may be that in the near future 
conditions will justify the summoning of 
the conference suggested at Genoa in 1922. 
There is every reason to hope that such a 
conference would receive strong support 
from the United States, where the problem 
of gold is becoming more important month 
by month.” 


Causes of Discontent 
(Continued from page 22) 


may be adapted to any condition of human 
experience and human effort. 

And then we must take hold of this gov- 
ernment of ours and improve its actual func- 
tioning. We must get the nation’s legisla- 
ture closer in time and closer in spirit and 
responsibility to public opinion and the ex- 
pressed nation’s will. We must devise ways 
and means of overcoming friction and com- 


cient for every need if we but use them 
economically and effectively. The joy-ride 
is over, but if we make proper use of the 
resources in our care, none need go hungry, 

Our national wealth amounts to about 
$3,000 per capita, thirty times what it was 
acentury ago. Our banks have $40,000,000,000 
in deposits. Our life insurance companies 
have assets of over $7,000,000,000 and out- 
standing policies of over $70,000,000,000— 
evidence of the willingness and the ability 
of our people to provide for their depend- 
ents. Our national resources are sufficient 
for generations to come—and are being used 
more effectively with each passing year. 

We have sufficient for all our needs. We 
must forget some of our desires—desires for 
things which we do not need, desires born 
of that period of “easy money” when a 
wish became a reality over night. We must 
forget the immediate past. We must re- 
sume the steady march of progress under 
normal conditions. 

Man’s mind and man’s spirit are more 
potent than dollars made by man; if we 
revive the one we will restore the other. 


bat between the executive and the legisla- 
ture, to the end that the government may 
be economical, may be honest, may be ef- 
fective and filled with a spirit of progress 
and of service. Then back of it all, we 
must arouse the spirit of American citi- 
zenship to the point where every man and 
every woman will feel it a personal dis- 
grace not to assume his or her share of re- 
sponsibility in the formulation of public pol- 
icy and in the choice of public officers. If 
we withdraw ourselves for any cause—in- 
difference, selfishness, partisanship, preju- 
dice—from the conduct of our government 
and help in its responsible control, who is 
there for us to blame? 


The World’s Lowest 
Bank Rate 


EW YORK boasted of the lowest cen- 
tral bank rate in the whole world on 
June 12, when the Federal Reserve Bank 
reduced its rediscount charge to 3% per cent. 
Prior to this reduction, the rate was ov 
a par with that of London and Switzerland— 
4 per cent. 
The bank rates then obtaining in the other 
parts of the world, as listed in the Hall 
Street Journal, were as follows: 


Japan .......... 8.03% 
Latvia 8% 
Lithuania 

Netherlands 

| Norway 


Austria 
Belgium 
Bulgaria 
Czecho 
Denmark 
England 
Esthonia 
Finland 
France 


Portugal 
Rumania 


| Switzerland 
| Yugoslavia 


*Rentenmarks, 


It was expected, however, that London 
probably would lower its rates in view of 
the rediscount charge in New York. 


4 
| 
= 
| 
. SUN 
6% 
4% |\Poland .........12% 
9G | 6% 
6% {South Africa ... 6% 
*Germany .......10% |Spain .......... 5% 
Greece .......... 74% |Sweden ........ 54% 
Hungary ........18% 4% 
t 
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CRITTALL 
Steel Casements 


Directors Room, Continental & Commercial National Bank, Chicago, Ill. 
Graham, Anderson, Probst & White, Architects 


Steel casements and windows contribute To deliver our products as promised is con- 
Hibs an important note to the appearance of sidered important. We therefore make no 
dignity, beauty, and efficiency that char- commitments which we are unable to fulfill. 
acterize modern bank architecture. For That is another reason why architects and 
years the builders of Crittall Casements and builders have no hesitancy in specifying 


UNIVERSAL Windows have been leaders in their field. Crittall Steel Casements, Windows and Doors. 


ALL CRITTALL CASEMENTS AND WINDOWS ARE 
MADE OF CRITTALLO Y—T HE COPPER-BEARI NG STEEL 


CRITTALL CASEMENT WINDOW COMPANY - - Manufacturers - - DETROIT, MICH. 


When writing to advertisers please mentior the American Bankers Association Journal 
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ISAPPOINTED but undaunted by 
the failure of Congress to vote 
upon his bill to modernize the Na- 

tional Bank Act before it adjourned, Rep- 

resentative Louis T. McFadden of Pennsyl- 
vania, chairman of the House Banking and 

Currency Committee, has announced that he 

will try to obtain early action on it at the 

next session of Congress, which begins in 

December. 

The McFadden bill, although favorably 
reported by the committee, was not given a 
special rule by the committee, which has the 
power to give special precedence to proposed 
legislation until four days before adjourn- 
ment. The Rules Committee, of which Rep- 
resentative Snell of New York was chair- 
man, voted to take up the McFadden bill 
after the House had disposed of the Mc- 
Nary-Haugen bill. The farm relief measure, 
bitterly opposed in many quarters because it 
attempted to introduce the principle of price 
fixing in farm products, provoked protracted 
debate and, when finally brought to a vote, 
was defeated. 


When Representative McFadden and other 
members of the House, who were pressing 
for action on the banking measure, sought 
to have it placed on the calendar for eleventh- 
hour consideration, they were met with the 
unofficial statement that, inasmuch as Con- 
gress had failed to give any relief to the 
farmers, the passage of legislation to help 
the bankers would bring much criticism upon 
the members of the House because it would 
appear they were more solicitous of the wel- 
fare of the banks than of the farmers. It 
was largely due to this political situation 
that the bill, designed to give relief to the 
national banks, never came to a vote. 


“CRACK-SHOT” display exhibited by 
the First National Bank in Detroit has 
attracted far more than ordinary attention. 
At the outset the bank placed in its win- 
dows an enlarged photograph of the twenty- 
two officers in its private police force. The 
four-foot picture of the armed officers caught 
the eyes of the passerby, who commented 


In the Senate the McFadden bill was re- 
ported favorably with some amendments 
from the Committee on Banking and Cur- 
rency by Senator Pepper of Pennsylvania. 
However, Senator Glass of Virginia, who 
sponsored the Federal Reserve Act in Con- 
gress, expressed opposition to that feature of 
the bill which would empower the Federal 
Reserve Board to keep under certain con- 
ditions banks with branches from joining the 
system. He contended that the Federal Re- 
serve Board had usurped power in laying 
down the regulation that state banks, having 
what it considered an undue number of 
branches, could not gain membership in the 
system. Largely due to his opposition to the 
restrictions on branch banking and the short- 
ness of time, the bill was not allowed to come 
up on the floor of the Senate. Other sena- 
tors, who look with favor on branch banking, 
were prepared to support the position taken 
by Senator Glass, it is understood. 


In expressing his disappointment over the 
failure of the bill to come to a vote, Mr. 
McFadden told the House that although the 
measure was reported favorably by the 
Banking and Currency Committee on April 
20, “after careful deliberation and the hold- 
ing of extensive hearings,” and the chairman 
had “immediately presented the request to 
the committee for a rule,” this was refused 
by the chairman of the Rules Committee. 
“Not until the most persistent efforts were 
put forth did the Rules Committee finally 
present a rule for the consideration of this 
measure on June 3,” he recited. 

“Notwithstanding the -fact that we had 
repeated assurances of the passage of this 
bill at the present session of Congress by the 
leaders, the consideration of the bill, because 


A “Crack-Shot” Bank Window Display 


that the sturdy group of fellows looked 
“ready to shoot.” 

This suggested the idea of displaying the 
pasteboard targets, pierced by the officers 
during their weekly practice shoot on the 
bank’s private revolver range. A dozen of 
the targets, with bullet-riddled bull’s-eyes, 
bearing mute evidence of the deadly aim of 


Why Congress Failed to Vote on the McFadden Bill 


of their attitude, has been postponed until 
the December session of the present Con- 
gress. This action on the part of the leaders 
in not permitting the action on this bill at 
this time precipitates a most crucial situatio.. 
The national banking system is facing a 
crisis because of the competition of state 
banks and trust companies, which has grown 
up recently, and many of the most important 
national banks are awaiting the decision on 
this bill as to whether they will remain in 
the national system. 


“The branch banking situation is develop- 
ing so rapidly throughout the several states 
that the refusal on the part of Congress to 
consider this restrictive measure at this time 
is simply an invitation for the extension of 
branch banking in the United States which 
will be more troublesome to deal with next 
December than at the present time. The im- 
portance of this measure to the Federal Re- 
serve System can not be overestimated. We 
are facing the development of. a banking 
system in this country, operating under the 
different laws of 48 states, which will be 
presided over by a Federal board pretending 
to supervise a banking system operating un- 
der state banking laws, which laws are 
largely administered through political in- 
fluence and expediency. The practical opera- 
tion of such a system will be entirely under 
the control of the departments of the states 
and the influence of a Federal board over 
such a system would be practically negative. 

“This bill, in my opinion, is the most im- 
portant banking bill which has come before 
the House since the passage of the Federal 
Reserve act, and its enactment into law is 
necessary to preserve and more firmly estab- 
lish the benefits and advantages of that act. 


the shooters, were displayed in the window, 
and it was observed that the attention-arrest- 
ing power of the exhibit had been doubled. 

While the usual window displays had 
proved interesting for a maximum of about 
two weeks, the exhibition of the crack-shot 
force continued to hold crowds about the 
window for more than five weeks. 
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The display that caught the attention of the passerby 
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SEEKING NEW BUSINESS ON OUR RECORD 


The Spirit 
of 1824 


HE Chemical Bank has a 
lot of tradition behind it, 
but no ceremony inside. All 
you have to do is to walk in and 
you will find that the officer you 
want to see is equally anxious 


Solomon Levitan 


fe rise of Solomon Levitan from ped- 
dler to bank president was cited at the 
Cleveland Republican Convention as a living 


example to the youngsters who say there 
are no opportunities. Mr. Levitan came to 
this country in 1880, starting life as a 
farm hand and went to Wisconsin in 1882, 
where he became a peddler. 

Now he is president of the Commercial 
National Bank and treasurer of the state 
of Wisconsin. 

He was a delegate from Wisconsin at 
the Convention which named Coolidge and 
Dawes as the G. O. P. nominees. 


Cutting Down The 
“Float” By Air 


EPRESENTATIVE CLYDE KELLY, 

of Pennsylvania, in discussing in the 
July number of Aero Digest the commer- 
cial significance of the newly established 
30 hour air mail service between New York 
and San Francisco, estimates that this faster 
service will release $150,000,000 a day for 
use in business by cutting down the “float.” 
“What is, in effect, a daily mail service 
between New York and San Francisco, is 
one of those achievements which are so 
spectacular that it is almost impossible for 
the lay mind to grasp its significance from 
a_ utilitarian standpoint,” Representative 
Kelly writes. “To be able to cut from 
three to five business days from the time 
required to do business by mail between any 
two industrial centers is a performance of 
incalculable benefit, and one which, as time 
goes on and its advantages become better 
known, is but the forerunner of a network 
of such a day and night air mail routes 
which will be established as a result of pop- 
ular demand throughout the country. One 
phase only of this expediting system will 
suffice to prove the worth of the project. 
“In the ordinary course of banking busi- 
ness we have what is called the monetary 
‘float, that is, checks or other negotiable 
papers which are, during transit, unavailable 
for use. A check entrusted to the mails at 
New York and going by the ordinary route 


to see you. 


CHEMICAL BANK CENTENNIAL 


100 YEARS OLD — 100% 


MODERN 


CHEMICAL 


ONAL 


BANK 


OF NEW YORK 


BROADWAY AT CHAMBERS, FACING CITY HALL 
FIFTH AVENUE OFFICE AT 29TH STREET 
MADISON AVENUE OFFICE AT 46TH STREET 


cannot be used as funds until five days later, 
when it arrives in San Francisco. In other 
words, it is out of use en route. But, if 
that same check reaches San Francisco 
twenty-four to thirty hours after it. has 
been placed in the mails at New York, the 
recipient has an additional three days in 
which to make financial turnovers with the 
money, a thing impossible under the old 
methods of transit. 

“Inasmuch as millions of dollars are thus 
transported, and it is estimated that the 
transportation of funds in one form or an- 
other to be distributed throughout the vari- 
ous industrial centers between New York and 
San Francisco amounts to $300,000,000 a 
day, if half of this can be released by the 
night air mail, there will be $150,000,000 a 
day, or $45,000,000,000 a year available for 


conducting business that is otherwise con- 


stantly out of circulation. A network of 
air mail lines of the same character through- 
out the country would release, it is esti- 
mated, about $300,000,000 a day, an enor- 
mous sum, even in a country as rich as 
the United States. It thus will be readily 
understood that such an enterprise as the 
thirty-hour mail service from coast to coast 
is a most important factor in our industrial 
life.” 

On the first eastbound trip of the air mail 
service planes official announcement was 
made that the Government realized a profit 
of 40 per cent. More than 8,000 pieces of 
mail were carried on the initial trip, this 
bringing in $2,308.48 to the Postoffice De- 
partment. Officials estimate that it will cost 
the Government 66 cents for each mile flown, 
and at this rate there was a profit of about 
$539 on the venture. 


Twenty-One Million Bulletins 


S a publisher, the Department of 

Agriculture ranks among the first. 

During the past year, this depart- 

ment printed one publication for 

every fourth person in the United States. 

More than 21,000,000 copies of farmers’ bul- 

letins alone were printed and sent out to 

those interested in some phase of agricul- 

ture. Of this number, 62 were new bulletins 
while 574 were reprints. 

The department, in its endeavor to 
aid the farmer by presenting the best 
methods of raising crops or farm manage- 
ment has issued or will issue, during the 
fiscal year 1924, the following list of farm- 
ers’ bulletins: 


Alfalfa 

Alfalfa Caterpillar 

Alfalfa on Corn Belt Farms 
Alsike Clover 

Angora Goat 

Angoumois Grain Moth 
Anthrax or Charbon 

Apple Orchard Renovation 
Apple-Three Caterpillar 


Army Worm or “Grassy Worm’”—Control 
Asparagus 


Bagworm: An Injurious Shade Tree Insect 

Baking in the Home 

Baling Hay 

Basket Willow Culture 

Bean Growing in Eastern Washington and 
Oregon and Northern Idaho 

Beans 

Beautifying the Farmstead 

Beekeeping in the Clover Region 

Bees 

Bermuda Grass 

Better Seed Corn 

Blackberry Culture 

Boll Weevil Problem 

Book Lice 

Button Clover 

Breeds of Dairy Cattle 

Breeds of Draft Horses 

Breeds of Sheep for Farm 

Breeds of Swine 

Bridge Grafting of Fruit Trees 

Buckwheat 

Bulk Handling of Grain 

Bur Clover 

Business Methods of Marketing Hay 


Cabbage 

California Oakworm 

Canaries—Their Care and Management 

Capons and Caponizing 

Carbon Disulphid as an Insecticide 

Care and Improvement of Farm Woods 

Care and Repair of Mowers, Reapers, 
Binders 

Care of Baby Chicks 

Care of Food in the Home 

Care of Leather 

Carpet Grass 

Castrating and Docking Lambs 

Cattle Lice and How to Eradicate Them 


for Farmers 


Celery Growing 

Cereal Smuts 
Grain 

Changes Effected by Tractors on Corn-Belt 
Farms 

Cheese and Its Economical Use in the Diet 

Cheesemaking on the Farm 

Chimneys and Fireplaces 

Chinch Bug and Its Control 

Choice of Crops for Alkali Lands 

Choosing a Tractor (for a corn-belt farm) 

Cigar Leaf Tobacco in Pennsylvania 

City Home Gardens 

Cleaning Milking Machines 

Club Wheats 

Cockroaches 

Collection and Preservation of Insects and 
Other Material in the Study of Agricul- 
ture 

Collection and Preservation of Plant Ma- 
terial for Use in the Study of Agricul- 
ture 

Commercial Bordeaux Mixtures: Values 

Commercial Comb Honey Production 

Commercial Varieties of Alfalfa 

Common Birds in Relation to Mar 

Common Cabbage Worm 

Common Edible and Poisonous Mushrooms 

Common White Grubs 

Common White Wheats 

Community Bird Refuges 

Concrete Construction on Livestock Farm 

Conserving Corn from Weevil Gulf States 

Construction and Use of Farm Weirs 

Contagious Abortion of Cattle 

Containers for Fruits and Vegetables 

Control of American Foulbrood 

Control of European Foulbrood 

Control of Apple Powdery Mildew 

Control of Melon Aphis 

Control of the Cherry Leafspot 

Control of the Common Mealybug on Citrus 
in California 

Control of Root-Knot 

Cooling Milk and Cream on the Farm 

Cooperative Bull Associations 

Cooperative Marketing Woodland Products 

Cooperative Marketing 

Corn and Its use as a Food 

Corn Cultivation 

Corn Earworm 

Corn Meal as a Food: Ways of Using It 

Corn Root Aphis: Methods of Controlling 
It 

Cost of Using Horses on Corn-Belt Farms 

Cost of Using Tractors on Corn-Be™ = arins 

Cotton Dusting Machinery 

Cotton Improvements under Weevil Condi- 
tions 

Cowpeas: Culture and Varieties 

Cowpeas Utilization 

Crimson Clover: Seed Production 

Crop Systems for Arkansas 

Cucumbers 

Culling for Eggs and Market 

Cultivation of Mushrooms 

Cultivation of Peppermint and Spearmint 

Curing Hay on Trucks 
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and Disinfection of Seed 


Cutworms—Control in Corn and Other 


Crops 


Dehorning and Castrating Cattle 
Destroy the Common Barberry 
Determining the Age of Cattle by the Teeth 
Dewberry Culture 

Diseases of Apples in Storage 
Diseases of Sheep 

Diseases of Southern Pecans 

Diseases of Watermelons 

Disinfection of Stables 

Domesticated Silver Fox 

Drainage of Irrigated Lands 

Drug Plants Under Cultivation 

Dry Farming for Better Wheat Yields 
Duck Raising 

Durum Wheats 


Economic Value of North American Skunks 
Economical Use of Meat in the Home 
English Sparrow as a Pest 

Equipment for Farm Sheep Raising 
Eradication of Ferns from Pasture Lands 
European Corn Borer and Its Control 
Everbearing Strawberries 


Factors of Success of Farming in the South 

Fall-sown Grains in Virginia and Maryland 

Fall-sown Oats 

False Chinch Bug—Measures for Control 

Farm Bookkeeping 

Farm Dairy Houses 

Farm Garden of the North 

Farm Home Conveniences 

Farm Household Accounts 

Farm Inventories 

Farm Kitchen as a Workshop 

Farm Lands Available for Settlement 

Farm Lease Contract 

Farm Manufacture of Unfermented Apple 
Juice 

Farm Practices That Increase Crop Yields in 
Kentucky and Tennessee 

Farm Reservoirs 

Farm Sheep Raising for Beginners 

Farm Slaughtering and Use of Lamb and 
Mutton 

Farmers’ Telephone Companies 

Feeding Cottonseed Products to Livestock 

Feeding Hens for Egg Production 

Feeding of Dairy Cows 

Feeding of Horses 

Fermented Pickles 

Fiber Flax 

Field Mice as Farm and Orchard Pests 

Fig Growing in the South Atlantic States 

Fleas and Their Control 

Fly Traps and Their Control 

Field Pea 

Fire Prevention and Fire Fighting on Farm 

Floors and Floor Coverings 

Food for Young Children 

Food of Some Well-Known Birds 

Foods Rich in Protein 

Foot-and-Mouth Disease 

Forage for Cotton Belt 

Foreign Material in Spring Wheat 
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In personal service 


to travelers - 
lies the ExtraValue of American 
Express Travelers Cheques 


ON the personally helpful Travel Service which your depositors re- 
ceive when they carry American Express Travelers Cheques often de- 
pends the success or happiness of a journey. 


Practically all bankers take pleasure in recommending American Express 
Travelers Cheques to their patrons who are going abroad. But the ca- 
pacity of the American Express Company to serve the holders of its 
Cheques here in the United States, as well as abroad, is not so fully un- 
derstood. 


The American Express Company is in the travel and tourist business. 
To make it possible for travelers to enjoy traveling more is its first con- 
sideration. It represents all steamship companies, railroads, and hotels. 
Its offices are centers of travel information. Its advice and suggestions 
are competent and helpful. 


It is essentially a travelers’ company, maintaining fully equipped travel 
offices in the larger cities. These, in addition, are supplemented by 26,- 
700 local Express Agents. Your patrons carrying American Express 
Travelers Cheques are their customers. To a stranger getting off the 
train, to a motorist passing through, to a woman traveling alone, or with 
children, these express agents are friends at hand. They are often lo- 
cated where there is no bank. They cash cheques when most places are 
closed. They can secure quick relief if cheques are lost or stolen. Their 
work necessarily makes them the best informed men of the neighborhood. 
They know roads, distances, and can point out restaurants and hotels to 
fit the purse. They are familiar with the town’s history, with the inter- 
esting places to visit, and with the local by-law and speed pitfalls—and 
they are always on hand. 


When, through your teller’s window, you equip your best depositors or borrowers 
with American Express Travelers Cheques—even if it is only for a brief motor trip, 
a rail journey, for a short stay at some resort, or for a plain business trip— you 
automatically place at their disposal the friendly, helpful, Personal Service of the 
American Express—everywhere. 


The policy of our advertising is to direct travelers to the 17,000 banks selling Amer- 
ican Express Travelers Cheques. 


‘ 


American Express Co. 
65 Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 


When writing to advertisers please mention the American Bankers Association Journal 
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Guaranty Service in London 


HIS COMPANY established its first office in 
"h Sasa more than a quarter of a century ago 
as the pioneer among American banks in England. 
The growth in the volume and scope of business 
necessitated additional facilities, and this Company 
now has three offices in the British Capital and 


one in Liverpool. 


These offices are complete American banks, 


handling business in the American way. 


They 


afford our correspondents and customers excep- 
tional facilities, as well as the advantages resulting 
from intimate knowledge of both American and 


foreign business. 


Guaranty Trust Company 
of New York 


NEW YORK 
LIVERPOOL 


LONDON 


Forestry and Farm Income 

Frames as a Factor in Truck Gardening 

Fresh Fruits and Vegetables as Food 

Frost and the Prevention of Damage from 
It 


Game Laws for 1922 

Garden Web-Worm in Alfalfa Fields 

Goldenseal Under Cultivation 

Good Proportions in the Diet 

Good Seed Potatoes, How to Grow Them 

Goose Raising 

Grading of American Upland Cotton 

Grading, Packing, and Shipping Cantaloupes 

Grains for the Dry Lands of Central Oregon 

Grains for the Utah Dry Lands 

Grains for Western North and South Da- 
kota and Eastern Montana 

Grape Propagation, Pruning and Training 

Grasshopper Control, Cereal and Forage 
Crops 

Grasshoppers—Sugar Beets and Truck Crops 

Green Bug or Spring Grain Aphis 


HAVRE 


PARIS BRUSSELS 
ANTWERP 


Greenhouse Construction and Heating 
Green Manuring 
Growing and Curing Hops 
Growing Annual Flowering Plants 
Growing Beef on the Farm 
Growing Cherries East of Rocky Mountains 
Growing Corn in the Southeastern States 
Growing Crimson Clover 
Growing Egyptian Cotton in 
Valley, Ariz. 
Growing Fruit in Great Plains Area 
Growing Fruit for Home Use 
Growing Hard Spring Wheat 
Growing Hay in South for Market 
Growing Peaches: Sites and Culture 
Growing Peaches, Varieties, etc. 
Growing Sugar Cane for Sirup 
Gullies: How to Control Them 


Salt River 


Handling, Grading and Marketing Potatoes 

Handling and Loading Southern New Po- 
tatoes 

Hard-Red Spring Wheat 


Hard-Red Winter Wheat 

Harvesting and Storing Ice 

Harvesting Hay with the Sweep Rake 

Harvesting Soy Beans for Seed 

Haymaking 

Haystackers: Use in the North and South 

Hemorrhagic Septicemia, Stockyards Fever. 
etc. 

Hints to Poultry Raisers 

Hog Farming in Southeastern States 

Hog Houses 

Hog Lice and Hog Mange 

Hog Pasture for Southern States 

Home Canning of Fruits and Vegetables 

Home Drying of Fruits and Vegetables 

Home Gardening in the South 

Home Laundry 

Homemade Fireless Cookers and Their Use 

Homemade Fruit Butters 

Homemade Silos 

Home Production of Onion Seed and Sets 

Home Storage for Vegetables 

Honey and Its Use in the Home 

Horse Breeding Suggestions for Farmers 

House Ants: Kinds and Methods of Control} 

House Centipede 

House Cleaning Made Easier 

House Fly 

How Insects Affect Cotton Plant—Control 

How Insects Affect the Rice Crop 

How to Attract Birds in East Central States 

How to Attract Birds, Middle Atlantic 
States 

How to Attract 
United States 

How to Detect Outbreaks of Insects 

How to Get Rid of Rats 

How to Grow Alfalfa 

How to Grow an Acre of Corn 

How to Grow an Acre of Potatoes 

How to Make Cottage Cheese on the Farm 

How to Select Foods 

How to Select Foods: II. Cereal Foods 

How to Select a Sound Horse 


Birds in Northeastern 


Illustrated Poultry Primer 

Important Cultivated Grasses 

Information for Fruit Growers About In- 
secticides 

Insect and Fungous Enemies of the Grape 

Insect Enemies of Chrvsanthemums 

Insects Injurious to Deciduous Shade Trees 

Irrigation of Alfalfa 

Irrigation of Grain 

Irrigation Practice in Rice Growing 


Judging Beef Cattle 
Judging Sheep 


Larger Corn Stalk Borer 

Larkspur or Poison Weed 

Laws Relating to Fur Animals, 1922 

Laying out Fields for Tractor Plowing 
Leafspot: A Disease of Sugar Beets 
Leopard Moth: An Enemy of Shade Trees 
Lespedeza as a Forage Crop 

Lime Sulphur Concentrates 

Losses from Selling Cotton in the Seed 


Macadam Roads 

Making Butter on the Farm 

Making and Feeding Silage 

Making Woodlands Profitable in Southern 
States 

Management of Growing Chicks 

Management of Muck-land Farms in North- 
ern Indiana and Southern Michigan 

Management of Sandy Land Farms 

Marketing the Cowpea Seed Crop 
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Marketing the Early-Potato Crop 
Measuring and Marketing Farm Timber 
Method of Analyzing Farm Business 
Method of Eradicating Johnson Grass 
Method of Making Sugar-Beet Sirup 
Methods of Protection Against Lightning 
Milk Fever: Its Treatment 
Milk Goats 
Milo a Valuable Grain Crop 
Moles as Pests and as Fur Producers 
Motor Trucks on Corn-Belt Farms 
Mosquitoes—Remedies and Preventives 
Mushroom Pests and How to Control Them 
Muskrat as Fur Bearer, with Notes on Its 
Use as Food . 


Natural and Artificial Incubation of Eggs 

Natural and Artificial Brooding of Chickens 

Neufchatel and Cream Cheese 

Nicotine Dust for Control of Truck Crop 
Insects 

Nutritive Value of Food 


Okra: Its Culture and Uses 
One-Register Furnace 
Onion Diseases and Their Control 
Onion Culture : 
Operating a Home Heating Plant 
Orchard Barkbeetles and Pinhole Borers 
Organization and Management of Coopera- 
tive Live-Stock Shipping Association 
Organization of Drainage Districts 
Outdoor Wintering of Bees 
Oyster-shell Scale and the Scurfy Scale 


Parasites and Parasitic Diseases of Sheep 

Parcel Post Business Methods 

Peach Borer: How to Prevent or Lessen 

Peanut Growing for Profit 

Pecan Culture 

Permanent Fruit and Vegetable Garden 

Pit Silos 

Plain Concrete for Farm Use 

Plans for Rural Community Building 

Planning the Farmstead 

Planting and Care of Street Trees 

Poison Ivy and Poison Sumac 

Pork on the Farm: Killing, Curing, etc. 

Potato Culture Under Irrigation 

Potato Production in the South 

Potato Storage and Storage Houses 

Poultry Houses 

Poultry Management 

Practical Information for 
Irrigation 

Practical Hints on Running a Gas Engine 

Prairie Rice Culture in the United States 

Preparation of Barreled Apples for Market 

Preparation of Bees for Outdoor Wintering 

Preparation of Fowls for Exhibition 

Preparation of Fresh Tomatoes for Market 

Preparation of Peaches for Market 

Preparation of Strawberries for Market 

Preparation of Vegetables for the Table 

Preservative Treatment of Farm Timber 

Preserving Eggs 

Preventing Wood Rot in Pecan Trees 

Principles of the Liming of Soils 

Production of Clean Milk 

Production of Cucumbers in Greenhouses 

Production of Late or Main-Crop Potatoes 

Production of Maple Sirup and Sugar 

Production of Peas for Canning 

Propagation of Plants 

Proso or Hog Millet 

Pruning 

Purple Vetch 


Beginners in 


ANY thousands will spend their vacations 
throughout the Great Lakes Region during 


the next few months. 


Michigan offers 1,624 miles of shore line; 6,570 
miles of State trunk line highways; 5,012 inland lakes; 
many miles of trout streams through pine and hard- 
wood forests; scores of State parks and hundreds of 


improved camp sites. 


Vacationing is but another of many business reasons 
why your bank should have the best connection 
obtainable through which it may serve your custom- 
ers efficiently throughout the Great Lakes Region. 


FIRST NATIONAL BANK 


BET 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


Quack Grass 


Rabbit Raising 

Rabbits in Relation to Trees and Crops 
Rabies or Hydrophobia 

Rag-doll Seed Tester 

Raising Guinea Pigs 

Raising Sheep on Temporary Pasture 
Raspberry Culture 

Rats and Mice 

Red Clover 

Red-Necked Raspberry Cane-Borer 
Red Spider on Cotton, How to Control It 
Removal of Stains from Clothing 
Renting Dairy Farms 

Rhodes Grass 

Rice as Food 


Road Drag and How Used 

Rodent Pests on the Farm 

Root, Stalk, and Ear Rot Disease of Corn 
Roses for the Home 

Rough-Headed Corn-Stalk Beetle 
Round-headed Apple-Tree Borer 

Rye Growing in the Southeastern States 


San Jose Scale and Its Control 

Saving Labor by Hogging Down Crops 
Sawflies Injurious to Rose Foliage 
School Garden 

School Lunches 

Seed Marketing Hints for the Farmer 
Seed Peas for the Canner 

Seed Potatoes and How to Produce Them 
Selecting a Farm 


the 
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Martinsburg’s 


New Hotel 


How Modern Hotels 


How long must YOUR town struggle along without 


hotel facilities? 


Are Financed 


modern 


Only until the business and civic leaders (bankers no doubt) 
of your community arise and set on foot a movement to secure 


a new and modern hotel. 


That’s how the people of Martinsburg, W. Va., 


in one week’s time! 


Under Hockenbury direction, 


to meet an objective of $250,000! 


the result! 


did it. And 


$355,700 in securities were sold 


The hotel shown above is 


YOUR town can profitably follow Martinsburg’s example and 
the example of more than 60 other progressive cities. 


If your town needs a modern hotel, ask us to place your name 


on our complimentary list, 


“B-7," 
copy of THE HOTEL FINANCIALIST, 


to receive each month a 
a journal devoted to 


the subject of community hotel finance. 


System Incorporated 


Penn-Harris Trust Bldg., Harrisburg,Penna. 


=| 
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Sewage and Sewerage of Farm Homes 

Shall I Buy a Tractor? (for a corn-belt 
farm) 

Sheep Killing Dogs 

Sheep on Irrigated Farms in the Northwest 

Sheep Scab 

Sheep Tick: Its Eradication by Dipping 

Shipping Citrus Fruits in Gulf States 

Silver Fish or Slicker 

Simple Trap Nest for Poultry 

Simple Way to Increase Crop Yields 

Slash Pine 

Soft Red Winter Wheats 

Solving Cranberry-Insect Problems 

Some Common Disinfectants 

Some Facts About Malaria 

Sorghum Sirup Manufacture 

Southern Corn Root-worm and Control 

Soy Bean: Its Culture and Use 

Spinose Eartick, Treatment for 

Spraying Citrus Fruits 

Spraying for the Alfalfa Weevil 


Spraying Peaches—Brown Rot and Curculio 

Squab Raising 

Stable Fly 

Standard Broom Corn 

Standard Varieties of Chickens: IV, V 

Steam Sterilizer for Farm Utensils 

Stock Poisoning Death Camas 

Stored Grain Pests 

Strawberry Culture in the East 

Strawberry Culture in the West 

Strawberry Culture in the South 

Strawberry Varieties in the United States 

Striped Cucumber Beetle and How to Con- 
trol It 

Study of Agriculture 

Sudan Grass 

Sugar and Its Value as Food 

Swarm Control 

Sweet Clover: Harvesting 

Sweet Clover: Growing the Crop 

Sweet Clover: Utilization 

Sweet Potato Diseases 
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Sweet Potato Growing 

Sweet Potato Storage 

Sweet Potato Weevil and Its Control 
Swine Management 

System of Farm Cost Accounting 


Terracing Farm Lands 

Testing Farm Seeds in Home and School 
Texas or Tick Fever 

Tobacco Beetle and How to Prevent Loss 
Tobacco Budworm and Its Control 
Tobacco Culture 

Tobacco Curing 

The Argentine Ant as a Household Pest 
The: Asparagus Beetle and Their Control 
The Aspen Borer: How to Control It 
The Avocada: Its Insect Enemies 

The Bedbug 

The Border Method of Irrigation 

The Brown Spot Disease of Corn 

The More Important Apple Insects 

The Native Persimmon 

The Pear and How to Grow It 

Timothy 

Tomatoes for Canning and Manufacturing 
Tractors on Southern Farms 
Transferring Bees to Modern Hives 
Tree Planting in the Great Plains Region 
Trees for Town and City Streets 

Tree Surgery 

True Army Worm and Its Control 
Tuberculosis of Fowls 

Tuberculosis in Livestock 


Unfermented Grape Juice—How to Make It 

Use of a Diary for Farm Accounts 

Use of Paint on the Farm 

Uses of Rural Community Buildings 

Utilization of Alfalfa 

Utilization of Flue-Heated Tobacco Barns 
for Sweet-Potato Storage 


Varieties of Hard Spring Wheat 
Velvet Bean 
Vetches 


Waste Land and Wasted Land on Farms 

Water Systems for Farm Homes 

Weeds: How to Control Them 

Weevils in Beans and Peas 

What Tractors and Horses do on Corn-Belt 
Farms 

White Ants as Pests in the United States 

Wild Onion: Methods of Eradication 

Windbreak as a Farm Asset 

Winter Wheat Adapted to Eastern United 
States 

Wintering Bees in Cellars 

Wooly White Fly in Florida Citrus Groves 


The Responsibility 


66 HE government has set up several 
instrumentalities of help, and you are 
the ones who must bring these facilities to 
your respective communities,” said George 
R. James, member of the Federal Reserve 
3oard, in talking to the members of the 
Arkansas Bankers Association. “Every one 
of you likes to think of yourselves as being 
one of the leaders of your community—and 
you are. But with that leadership comes 
a sacred and solemn responsibility. You 
are custodians of the credit of that com- 
munity, and you ought to think far more 
about the community than about the ques- 
tion of making a dividend or making money 
for the institutions that you are heading.” 
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© Underwood & Underwood 
Panko Mativi Sokolowski 


ANKO SOKOLOWSKI washed his 

way to a fortune. A farmer in the old 
country, Sokolowski came to the United 
States thirteen years ago. He got a factory 
job, married—and lost his job. Then he 
acquired a sponge, belt, pail and “squeegee” 
and started out as a window cleaner. 

He found business good, saved his money 
and invested it. First he bought his own 
home, bought and sold more real estate. 
Recently he bought the $100,000 Clintonia 
Apartments in the fashionable section of 
Newark, N. J. 


Innocent Bystanders 


HE First National Bank of St. Louis 

in its review of business conditions ex- 
presses the opinion that some of the factors 
blamed for business recession should be exon- 
erated from contributing to present condi- 
tions. 

“Probably the most confusing factor,” it 
observes, “in the present business situation 
is the variety of explanations that have 
been offered to account for the slowing 
down that has been noticeable in recent 
months. It appears almost impossible to 
eliminate from business comment the idea 
that a business recession can occur for any 
other cause than as a result of the mischiev- 
ous influence of some particular group or 
factor. The present readjustment has been 
attributed to politics, psychology, taxes, gov- 
ernment interference, the weather and a host 
of other factors that, at best, are more 
probably innocent bystanders than culprits in 
the situation. If we brush aside all preju- 
dices and look at the fundamentals of the 
situation, it is not particularly complex; 1923 
was a year of extraordinary business activ- 
ity as measured by volume in practically 
every line of business. We reached record 
volumes in bituminous coal production, in 
steel and iron, in the building industry, the 
automotive industry, the railroad equipment 
industry and in other important lines of 
business. Sales at retail and wholesale in 
most lines were likewise at high tide. The 
duration of the high rate of activity was 
rather longer than usual, and the recession 
that has set in has been the logical accom- 
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was the ratio of current as- 
sets to current liabilities 
Jan. 1,192.4. There's an in- 
dication of the financial 
strength back of the Best 
‘Tractors yourcustomersbuy. 


C. L. Best Tractor Co. 


General Offices — Factory 
San Leandro, California 


Factory Branch— Warehouse 
St. Louis, Missouri 


SALES OFFICES 
San Francisco—127 Montgomery St. New York City—30 Church St. 


paniment to such activity. Many of us do 
not appreciate the tremendous volume of 
business that was done last year because 
profits as compared with war-times were 
considerably smaller, and because plant equip- 
ment was materially larger. This fact, how- 
ever, does not change the situation insofar 
as the satisfaction of demand is concerned. 
The surprising thing in the situation is not 
that business is now receding, but rather 
that we were able to sustain the high de- 
gree of activity since the latter part of 1922, 
without experiencing a recession sooner, es- 
pecially in view of the mixed price move- 
ments during this period. We are experi- 
encing at the present time a readjustment 


in general business which in all probability 
would have occurred irrespective of the un- 
settled political situation, tax readjustment, 
the weather or anyone of the factors that 
have been brought into prominence as being 
responsible for the slowing down of busi- 
ness.” 


John D. Rockefeller celebrated his eighty- 
fifth birthday on July 8. A man of untold 
wealth, Mr. Rockefeller said that his su- 
preme thought on this day was “one of in- 
expressible gratitude for the opportunity 
which life has brought me of being of ser- 
vice to my fellow man.” 
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National Bank of Commerce 
in New York 


Established 1839 
STATEMENT OF CONDITION, MARCH 31, 1924 


RESOURCES 


Loans and Discounts.$304,328,445.28 

Overdrafts, secured 
and unsecured 

United States Securi- 
ties 18,991,345.29 

Other Bonds and Se- 
curities 

Stock of Federal Re- 
serve Bank 

Banking House 

Cash in Vault 
due from Federal 
Reserve Bank...... 46,686,423.54 

Due from Banks and 
Bankers 

Exchanges for Clear- 
ing House 

Checks and_ other 
Cash Items 


9,695.34 


6,012,740.16 


1,500,000.00 
4,000,000.00 


12,129,824.56 
125,357,375.70 


3,203,905.34 
806,260.09 
Customers’ Liability 

under Acceptances.. 18,660,824.29 
United States Securi- 

ties Sold under Re- 


purchase Agree- 
6,009,584.88 


$547,696,424.47 


LIABILITIES 
Capital Paid up $25,000,000.00 


Surplus 25,000,000.00 
Undivided Profits..... 14,308,056.71 


Dividend Payable 
April 1, 1924....... 1,000,000.00 
10,525.50 


446,251,427.36 


Dividends unpaid.... 
Deposits 


Reserved for Interest, 
Taxes other 
Purposes 


4,522,486.24 


Unearned Discount... 1,567,952.52 


Acceptances executed 
for Customers 20,122,672.89 
Acceptances sold with 
our Endorsement..  3,903,718.37 
United States Securi- 
ties sold under Re- 
purchase Agree- 
6,009, 584.88 


$547,696,424.47 


CHAIRMAN OF THE BOARD 
JAMES S. ALEXANDER 


PRESIDENT 
STEVENSON E. WARD 


VICE-PRES!IDENTS 


J. HOWARD ARDREY 
JOSEPH A. BRODERICK 
E_MORE F. HIGGINS 


ROY H. PASSMORE 
DAVID H. G. PENNY 


JOHN E. ROVENSKY 
FARIS R. RUSSELL 
HENRY C. STEVENS 


SECOND VICE-PRESIDENTS 


HARRY P. BARRAND 
THOMAS W. BOWERS 
LOUIS P. CHRISTENSON 
OSCAR L. COX 
CASHIER 
JULIUS PAUL 


EMANUEL C. GERSTEN 
ARCHIBALD F. MAXWELL 
FRANZ MEYER 
EUGENE M. PRENTICE 


EDWARD H. RAWLS 
EVERETT E. RISLEY 
C. ALISON SCULLY 
JOHN T. WALKER, JR. 
AUDITOR 
PAUL B. HOLMES 


OIRECTORS 


JAMES S. enoan CHARLES E. DUNLAP 


JOHN W. DAVIS 


JOHN T. DORRANCE 
EDWARD D. DUFFIELD 


VALENTINE P. 


GEORGE E. ROOSEVELT HARRY B. TH 
HENRY W. de FOREST CHARLES B. SEGER 501 
JOHN G. SHEDD 


JAMES TIMPSON 
STEVENSON E. WARD 
THOMAS WILLIAMS 


BANCO DE PONCE 


PONCE, PORTO RICO 
Capital and Surplus: $885,000.00 


The greatest interest of Porto Rico lies in a bet- 
ter understanding with American Business forces 
and to this end we are ready to serve the 
American Banker, placing at his disposal our 
intimate knowledge of conditions in this Island. 


Keystone View 


James Healy 


HERE are many ups and downs on the 

stock exchange. James Healy has gone 
up the ladder. He started out as an office 
boy in a brokerage house. Not long ago 
announcement was made that James Healy 
had bought a seat on the New York Stock 
Exchange. 


Shipping Board Merges 
Routes 


HE Shipping Board has made progress 

under its program for the reduction of 
the number of trade routes it is maintaining 
with government-owned merchant vessels. 
It has consolidated the services maintained 
by several operators from Atlantic ports 
to the United Kingdom, and has reduced 
from nine to seven the number of managing 
agents operating government-owned tonnage 
from the Gulf to the Continent. 

Recently announcement was’ made that 
the Board had approved a merger of the 
Atlantic-Gulf-Orient-Dutch East Indies op- 
erators so that two operators instead of 
three will handle the ships. The number 
of vessels in the trade was cut down from 
twenty-eight to twenty-four. A saving of 
$335,000 will be realized through the merger, 
it is stated. 


Three companies, which have been running 
ships from South Atlantic ports to the 
United Kingdom and Continent, will com- 
bine into a single agency. The Board ex- 
pects to effect a saving of $250,400 a year 
by this step. In the North Atlantic, it has 
decided to eliminate one of the two com- 
panies which have been operating Shipping 
Board vessels to Dutch and French Atlantic 
ports. 

By doing away with competing services 
the Board hopes to reduce its operating ex- 
penses and intends to follow methods that 
one big commercial operator would adopt. 

A new contract for the remuneration of 
its operators has been proposed. 
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Why a Presidential Year Affects Business 


THERE would seem to be no logical 

A reason why the choice-of a President, a 
lower house of Congress and one-third of 
the upper house should disturb the regular 
business of the country, the July Survey 
of the National City Bank of New York, 
edited by George E. Roberts, states. The 
government has been functioning under the 
Constitution over a period of about 140 
years. The country has prospered greatly 
in that time and the benefits of prosperity 
have been so widely and constantly distrib- 
uted as to demonstrate that the general 
system of free enterprise and industry 
under which it has been working produces 
good results for all. 

The examples afforded in every commun- 
ity of the rise of individuals from obscure 
beginnings to high and responsible positions 
in business and community life is proof that 
equality of opportunity exists in a very 
substantial degree. 

There is evidence in abundance that al- 
though there are inequalities in individual 
holdings of property, the increase of wealth, 
however held, is beneficial to all classes. In 
other words, the aggregate of private wealth 
cannot increase without general benefits 
resulting therefrom. It is sound public 
policy therefore to encourage in all the 
people the natural instinct for the produc- 
tion and accumulation of wealth, and to 
maintain the incentives to personal effort 
that have been so influential for industrial 
and social progress in the past. 


OST of the questions that are referred 

to in political speeches and conven- 
tions relate to industry and business, and 
there appears to be no reason for any 
radical departure upon these matters from 
the public policies of this country as main- 
tained heretofore. While it would be too 
much to say that there is nothing that 
the government can do to promote the pros- 
perity and welfare of the country, two gen- 
eral propositions may be safely stated: 
First, that the government has much 
greater power to injure the country through 
bad legislation affecting industry and busi- 
ness than to benefit it through legislation 
touching those subjects, and, second, that 
there are greater opportunities to benefit 
the country by repealing laws now on the 
statute books, thus correcting past mis- 
takes, than by passing new laws. Industry 
and business have little to gain from legis- 
lation. Prosperity comes by the free and 
voluntary activities of individuals in industry 
and the exchange of services, and the 
government can do little beyond facilitating 
these activities. It has no creative powers 
except as it draws on the individual powers 
of its citizens, and the latter are able to 
organize and direct their own efforts much 
more effectively than the government can 
do it. If anything has been demonstrated by 
experience it is that political governments 
are not successful in the management and 
direction of business affairs. 


OLITICS, however, is an inevitable fac- 

tor in the national life. There must 
be government, and to have it there must 
be elections and along with elections rival 
parties and candidates, and all the strife, 
recrimination and competitive promises that 
characterize our campaigns. It is these 


conditions that tend to make politics disturb- 
ing to business. Business desires stability 
and natural progress by growth and de- 
velopment. It looks for improvement in 
social conditions by research, invention, in- 
dustry, savings, accumulations of wealth 
which increase the productive powers of the 
population, realizing that every gain along 
these lines quickly disseminates benefits 
throughout all groups and classes. Its faith 
and policies are based upon the proposition 
laid down by General Francis A. Walker, 
one of the most sane and eminent economists 
this country ever has produced, to-wit: that 
under the existing competitive system the 
common man is the residuary legatee of all 
the achievements of industry and, science. 

The political program, however, is in- 
evitably different. Its faith is not so much 
in growth or development, as in change. 
The program of the business world would 
afford scant opportunity for political and 
governmental activities. It would afford 
small scope for political speeches or cam- 
paign promises. How could the “outs” ever 
oust the “ins” by simply preaching industry 
and evolution? How could an ambitious 
individual ever make a public career if 
there was not somebody or something to 
be immediately overturned? Politics is 
naturally dynamic. It must promise to do 
something. It works by artificial means. 
There is constant criticism of the things 
that are and the temptation to competitive 
promises, the most appealing of which are 
promises of benefits by changing the flow of 
wealth in some manner — redistribution, 
taxation, restraint or seizure—by interfer- 
ing in some way with the natural trend or 
development of affairs. 

There is never-ending pressure for new 
activities by the government in the field of 
business and political conventions which 
meet under conditions highly unfavorable to 
native action virtually commit the law- 
making bodies to policies which should not 
be entered upon without the most careful 
consideration. 


HIS characteristic of politics has be- 

come more marked in recent years, as 
the old questions relating to the form of 
government, who shall participate in it, etc., 
have been gradually settled. The questions 
uppermost in politics now are more directly 
related to business than in the past. They 
are more immediately vital. They require 
for correct settlement a knowledge of 
economic principles and of past experience. 
Furthermore, they require in the body of 
the people certain qualities of character 
which are not generally highly developed, 
such as stability, toleration, mutual confi- 
dence, the spirit of cooperation, impartiality 
as between one’s own interests and thé in- 
terests of others, self-restraint, and resolu- 
tion to forego pleasure in the present for 
the sake of remote benefits. The progress 
of society is dependent upon these qualities, 
and unfortunately our political campaigns 
are not calculated to develop them. Rather, 
they tend to excite suspicions, provoke an- 
tagonisms, disrupt essential relationships 
and prevent that harmonious cooperation 
which the business community finds to be 
necessary to general prosperity. 


Misrepresentation concerning common 


on request 


See 
Your Family 


Finances at a Glance 


Your family is a business in it- 
self—with its income, its costs, 
its surplus, its “distribution of 
profits.” Your credit is linked 
with its affairs. And so you 
employ principles of wise fi- 
nancing to keep it a going con- 
cern. 


The Family on a 


Business Basis 


To help you get a picture of 
your plans and expenditures the 
John Hancock Family Budget 
and account sheet has been de- 
vised. It may be had upon re- 
quest. It is comprehensive It 
provides for fixed charges, for 
current liabilities, and for sur- 
plus accounts—savings, insur- 
ance, investments, and the like. 


Farsighted Reckoning 


Fill it in yourself. You have a 
compact, concise graph of your fam- 
ily finances. And at the end of the 
month you have a comparative basis 
for reckoning. 

This budget is easy to keep. It is 
not involved. It gives you the nice 
sense of security that comes from 
seeing at a glance, at any time, just 
where you stand. 


Write Today 
for Free Copy 


Your copy will be gladly sent 
upon request. No obligation 


whatever is involved. These 
publications are being distrib- 
uted gratis as aids to business 
men who are heads of fam- 
ilies. Write for your copy 
today. 


Lire INSURANCE COMPA! 


oF Boston. MassacnusErTs 
Over sixty years in business. Now insur- 
ing. One Billion 850 Million dollars in 
policies on 3,300,000 lives. 
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Figures 


That Mean Something 


An unbroken record of 
progress over one hun- 
dred and twenty-one 
years suggests 


A Capital and Surplus 
equipment of over 
$16,800,000, with Total 
Resources of over $132,- 


000,000 indicate 


Total Deposits of over 
$105,000,000 from the 
leading Banksand Mer- 
cantile Firms of the 
Country, many of them 
on our books for more 
than a century are the 


result of SERVICE 


PHILADELPHIA 
NATIONAL 


BANK 


Capital, Surplus, and Undivided Profits, $16,800,000 


CHARACTER 


STRENGTH 


economic facts and conditions is upon an 
alarming scale, for there is danger that the 
mere repetition of falsehoods will eventually 
cause them to be accepted without examina- 
tion. Specific denial, refutation or exposure 
is overwhelmed by the volume of genera! 
denunciation and clamor. Attacks upon 
rival political leaders or parties are of minor 
concern, but they become more serious when 
directed mainly against the business organ- 
ization of the country and the existing order 
of society. 

The talk about a “predatory class,” 
“privileged class,” “governing class,” the 


“exactions of wealth,” “downtrodden 
masses,” “oppressed millions,” “organized 
wealth,” “Wall Street domination,” etc., 


appears more or less in speeches on all sides, 
and certainly from many persons who know 
better than to utter such nonsense, and that 
is the most disquieting thing about it. It 
is the constant wash of this torrent that 
threatens to undermine the very foundations 
of society. The social organization has be- 
come so complex that not many can be 
familiar with the functions of all its parts, 
and this fact exposes it to misrepresentation. 
Of necessity it rests largely upon mutual 
confidence, and the persistent and reckless 
repetition of such outcries has come to be 
the outstanding feature of our political 
campaigns. 


T is evident that the Federal Reserve sys- 

tem will be one of the objects of this 
kind of attack in the coming campaign. The 
Reserve system is an embodiment of the 
lessons taught by the experience of the 
world in banking and monetary science. 
The principles upon which it is organized 
are accepted by students of the subject in 
all countries. They were set forth in the 
Aldrich report, upon which both of the 
leading political parties were represented, 
adopted in the Federal Reserve act, put into 
force by a Democratic administration and 
continued by a Republican administration, 
but the radical wings of both these parties 
join with the radicals of all out-of-doors in 
attacking the system. The administration of 
the system has been represented as forcing 
deflation, although the loan-records refute 
the charge. Its assailants. disregard the 
facts, relying upon repetition and denuncia- 
tion to deceive the many not in position to 
know the facts. A Congressional inquiry 
exposed the falsity of these charges and left 
them without a shred of support, but the 
outpouring of falsehood has not slackened. 

The reason for this persistence is that 
the radical attack has always centered upon 
the “money power.” The idea that the 
bankers control the money supply and use it 
as a means of exploitation and oppression 
has been its main weapon in the past, but 
the old stuff about the iniquity of the gold 
standard and the simple virtues of fiat 
money has become unavailable in view of 
the efforts of all Europe, including Soviet 
Russia, to get back to the gold standard 
after a surfeit of cheap money. Hence the 
Federal Reserve system must be linked up 
with Wall Street and the “money power” in 
place of the gold standard. 
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Unprofitable Accounts 
(Continued from page 8) 


that this unfortunate state of affairs likely 
would occur when the bubble burst and the 
volume of deposits became more nearly 
normal, or possibly subnormal. 

“After reviewing this future possibility, 
| studied more closely the bank’s internal 
affairs, with the idea of finding a remedy. 
To be frank, I was afraid to increase my 
gross earnings by taking on additional loans 
which might prove a future embarrassment. 
Therefore I had to fall back upon economy 
for a solution. Upon analyzing my depos- 
itors’ accounts, I found there were entirely 
too many ‘star boarders.’ In the end, by 
one means or another, I was able to raise 
the average account from about $320 to ap- 
proximately $450. 

“It is my firm belief that in the average 
bank 60 per cent of its checking accounts 
are carried at a loss.” 


If Account Is a Loss 


FROM the illustrations given, the neces- 
sity of an intelligent analysis of the 
accounts now being carried is apparent. 
Effective action cannot very well be taken 
by banks individually. In a very few cases 
it has been successful. 

Perhaps many bankers are thinking: 
“Aren’t we all making money?” and their 
answer is, “Yes, we are,” but sooner or later, 
when conditions in our country are finally 
readjusted, most of us will want to know 
quickly and definitely just where we are. 
Personally I believe that every account ought 
to stand on its own merit. If an account 
is a loss to the bank, let the depositor do 
any of the following: 


Increase his balance; 

Pay a greater interest rate when bor- 
rowing money; 

Do business with other departments of 
the bank; 

Bring in new business ; 

Pay a fair service charge, or 

Close or transfer his account. 


Banks cannot act very well individually. 
Competition is altogether too keen, and few 
bankers care to eliminate suddenly a large 
percentage of their accounts. It is clear, 
then, that united action is the real remedy. 
There must be more cooperation, and this 
cooperation can be brought about through 
the member banks of our clearing house 
associations. So far we have a record of 
more than sixty clearing houses adopting a 
rule compelling their member banks to make 
a service charge, and we believe this is just 
a beginning for greater cooperation among 
the banks of the country through their local 
clearing houses towards eliminating the 
losses occurring daily through unprofitable 
accounts. 

The business of the bank is to serve the 
public but the best conception of service is 
in so conducting the bank that it constantly 
grows stronger, thereby being able to con- 
stantly enlarge its sphere of usefulness to 
its community. 
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“Mercanti 


Service” 


Departments: Banking Bond Corporation Real Estate Loan 
Real Estate Public Relations Safe Deposit Savings Trust 


Nine carefully managed departments insure a complete and 
satisfactory service. Our thorough knowledge of St. Louis con- 
ditions and surroundings, gained during twenty-five years of 
service, enables us to handle business of banks, trust companies 
and individuals in a most efficient and dependable manner. 


Copital Surplus 
Ten Million Dollavs 


-TO ST. CHARLES 


SAINT LOUIS 


To A Bank 


That Wants More 


Good Business 


J. K. care American Bankers Association Journal, N. Y. City 


Sound-thinking, experienced new- 
business manager, well versed in 
successful methods for producing 
desirable commercial and savings 
depositors, wants connection with 
progressive bankor trust company. 


Former connections in N. Y. City but 
prefer city of half-million or more. Clean 
ps dependable references. Salary 


NAS 
“VI LOE _- 
Mercantile Ty Company 
EIGHTH AND LOCUST 
| 
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GENERAL MOTORS 


ACCEPTANCE CORPORATION 
NEW YORK CITY 


March 31, 1924 


Surplus Undivided Profits... . 3,749,000 


Total Resources 


.$111,006,000 


DIRECTORS 
CURTIS C. COOPER, President. 
ALBERT L. DEANE, Vice President 


IRENEE pu PONT, President, E. I. du 
Pont de Nemours & Co.; and, Director 
General Motors Corporation, 

LAMMOT pu PONT, Vice President, E. 
I. du Pont de Nemours & Co.; and, Di- 
rector General Motors Corporation, 

PIERRE S. pu PONT, Chairman, E. I. 
du Pont de Nemours & Co.; and, Gen- 
eral Motors Corporation. 

O. H. P. LA FARGE, General Motors 
Corporation, 

JOHN J. RASKOB, Chairman Finance 
Committee, General Motors Corporation; 
and, Director E. I. du Pont de Nemours 


JOHN J. SCHUMANN, JR., 
Vice President 


DONALD M.SPAIDAL, Vice President 


ALFRED'H. SWAYNE, Vice President 
and Director, General Motors Corpora- 


tion. 


OFFICERS 
ALFRED H. SWAYNE, Chairman 
CURTIS C. COOPER, President 


JOHN J. SCHUMANN, JR., 
Vice President 


The obligations of this institution 
are regarded as an appropriate and 
sound medium for short term in- 
vestment by a large banking clien- 
tele. They may be obtained in 
convenient denominations and 
suitable maturities. 


Address Finaricial Sales Depart- 
ment at any office. 


ExecuTive OFFICES 


224 West 57TH STREET, NEw York City 


BRANCHES 
ALBERT L. DEANE, Vice President ; 
DONALDM.SPAIDAL, Vice President ATLANTA DAYTON NEW YORK 
JAMES H. McMAHON, Vice President BOSTON DENVER PHILADELPHIA 
REUNE MARTIN, Treasurer BUFFALO DETROIT PITTSBURGH 
GEO. H. BARTHOLOMEW, CHICAGO KANSAS CITY PORTLAND, ORE. 
CINCINNATI LOS ANGELES ST. LOUIS 
LIVINGSTON L. SHORT, Cousn? CLEVELAND MINNEAPOLIS SAN FRANCISCO 
F. STANLEY PARSON, Asditor 
LONDON, ENG. TORONTO, CANADA 
JOSEPH L. MYExS 
General Manager, Financial 
Sales Department, 


Kansas Bankers Association’s Code of Ethics 


COMMITTEE of Kansas_ Bankers, 

headed by C. L. Brokaw, President of 
the Commercial National Bank of Kansas 
City, Kan., recently formulated a code of 
ethics which has been formally adopted as 
the code of the Kansas Bankers’ Associa- 
tion. The rules of conduct, and the ideals 
of banking as expressed by the bankers of 
Kansas are as follows: 


The bankers of Kansas, sensible of their 
great responsibilities in the administration 
and conservation of the interests committed 
to them, and conscious of the confidence re- 
posed in them establish and pledge them- 


selves to maintain the following essential 
standards of conduct: 


The soundness, usefulness, prosperity and 
future of banks depend upon the honor, in- 
tegrity and fidelity of managing officers and 
their associates. The name “Banker” must 
be and remain a synonym and pledge of 
honor. He merits condemnation who, for 
personal gain, subordinates and corrupts 
the name and uses his position to attain 
selfish ends, and still greater condemnation 
rests upon the banker who violates in any 
way the trust reposed in him. 

Communications between the banker and 
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the customer should be privileged, and in- 
formation given the banker in confidence hy 
his customers should be held inviolate. 


T is required of everyone who engages in 

the business of banking that he become 
thoroughly familiar with the basic princi 
ples of the business. He should under 
stand economics, commercial law, credits, 
the history of banking and finance, and the 
best banking practice. He should not as- 
sume the responsibility of managing a bank 
without knowing these fundamental things. 
He should qualify himself by proper study 
and by securing full information to serve 
efficiently his institution and the public. 
Ignorance of these fundamental principles 
and duties will not excuse anyone. 

A banker should never accept personal 
profit from any of the bank’s transactions 
with its customers. A banker should not 
use the cash or credit of his bank for the 
promotion of his own personal business en- 
terprises or of concerns in which he is 
largely interested. He should only sell or 
recommend for investment to his custom- 
ers securities of the highest character and 
never anything of a speculative nature or 
securties of any concern in which he has a 
personal interest or for personal profit. A 
banker should not charge usurious interest. 

A banker deals with the money and cred- 
its of his community. Its aggregate tangi- 
ble wealth in the form of money is de- 
posited in his care as trustee. He must use 
it for the good of his depositors and the 
community, as well as for the good of his 
stockholders. 


HILE there should be a reasonable 

profit to shareholders, yet service to 
the public is the paramount justification for 
the existence of a bank and the greatest 
service which a bank can render to a com- 
munity is to conduct a good, safe, sound 
bank, adhering to recognized principles, and 
thus assure the stability of the institution. 

Bankers and banks should be interested 
in the development of the legitimate enter- 
prises of their respective communities and 
know that what is best for the customer is 
best for the bank. Being intrusted with the 
cash and credits of the community involves 
a deep responsibility as to their proper use. 

A banker should not “accept a deposit un- 
til the prospective depositor’s character and 
credit have been carefully considered. A 
banker should not receive deposits from 
known violators of the law or loan money 
to law violators, and the banker who re- 
gards the collateral as of more value than 
the character of the man who owns the 
collateral is helping to break down the 
moral tone of his community.” 

Strict conformity to law and obedience 
to the regulations prescribed by public au- 
thorities charged with bank supervision, as 
well as good citizenship, are required of all 
bankers. A banker should ever have a high 
regard for law and maintain the highest 
standard of good citizenship. 

The cultural and refining quality of 
friendliness is an essential part of the moral 
equipment of a banker. 

Comradeship, the spirit of cooperation 
which actuates a banker to associate with 
his fellow bankers in social, and business 
relations and organizations, is a grace which 
becomes the banker, adds to the satisfac- 
tion of business life and the esteem in which 
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he is held by other bankers; contributes to 
his success in business and extends the cir- 
cle of his influence. 


HE banker errs who claims for him- 

self a monopoly of the business in his 
community. Competition is legitimate and, 
within due bounds, helpful and should be 
recognized and welcomed. A good banker 
will always refrain from speaking ill of his 
competitors. 

The banker should be tolerant and con- 
siderate of the opinions and feelings of his 
fellow bankers, according to them all the 
rights and privileges which he claims for 
himself, and with open mind seek to avail 
himself of the benefits to be derived from 
the knowledge and experience of others and 
from the wisdom which comes of a multi- 
tude of counsel. 

The banker should at all times be courte- 
ous and considerate in his relations with in- 
dividual customers and show deference to 
their opinions and wishes so far as is not 
inconsistent with law or with well estab- 
lished rules of good, conservative banking. 

Officers and employees associated in bank 
administration, actuated by the highest 
ethics of the profession, should not fail to 
discharge their various duties in a right 
and generous spirit. An officer will exer- 
cise his prerogatives as one having respon- 
sibility and rightful authority, yet in a dig- 
nified manner without oppression or display 
of superiority, always thoughtful of sub- 
ordinates, ever extending to them due en- 
couragement for services worthily per- 
formed, keeping in mind their future wel- 
fare and stimulating them to study the 
business of banking with the thought of 
fitting themselves for executive positions. 
He will always have in mind the best wel- 
fare of the clerical force. 

A certain noblesse oblige, an obligation of 
honorable and generous behavior in the 
sight of God and man, is impressed upon 
all who bear the name and wear the badge 
of this profession. 

The Golden Rule, as beautiful and com- 
prehensive as when it was uttered by the 
Great Teacher, remains and will continue 
throughout all time to be the measure of 
man’s duty to man: “Therefore, all things 
whatsoever ye would that men should do 
unto you, do ye even so to them; for this 
is the law and the prophets.” 

Penalty—Violation of any of these ethical 
standards should disqualify the guilty party 
from serving as an officer in a bank or 
from fellowship or association with other 
bankers. 


More German Notes 


HE total outstanding Reichsbank note 

circulation on June 30 was 1,126,310,- 
573,000,000 millions of marks. On July 31, 
1914—just before the outbreak of the war— 
the note circulation was only 2,000,422,000 
marks. This had grown to 10,952,260,000 
during the week that the armistice was 
signed. 

The note circulation of the Reichsbank on 
last June 7 was 954,251,130,000,000 millions 
of marks, but this declined to 920,347,753,- 
(00,000 millions on June 23, increasing dur- 
ing the last week of June to the high figure 
of 1,126,310,573,000,000 millions of marks. 


THE NATIONAL 


SHAWMUT BANK 


40 Water Street, Boston 
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OR three generations the National Shawmut Bank 

has been a constructive force in the financial, com- 
mercial and industrial growth of New England. It is 
also one of the largest financial institutions in the East. 
Connections with institutions of the highest standing 
in all large cities of this country and abroad. 


DOWN THE LAKES 


F you stood on the Buffalo Harbor Break 
Wall you would see boat after boat coming 
‘down the lakes.” They are carrying im- 

mense quantities of grain, iron ore, copper ore 
and other raw materials into Buffalo. 


The financial end of a lot of that business is 
handled through drafts and the best place to 
send those drafts is to the 


MARINE TRUST COMPANY 
of BUFFALO 


Capital and Surplus $20,000,000.00 


E. W. Howe On Bankers 


66 MONG first class men, bankers rank 
first, for the reason that they are 
drawn from the ranks of the best business 
men of all classes; nearly all bankers have 
been promoted from other callings, and in 
these callings they have been distinguished 
more than the average for intelligence and 
character,” E. W. Howe, the Kansas editor, 
writes in his monthly. 
“It is impossible for a man to make a 


.success as a banker unless he has a reputa- 


tion for intelligence and uprightness. People 
are extremely touchy about their money, and 
their first demand of a banker is that he 
not only be honest, but smart. 

“As a general rule, bankers teach morality 
as steadily as pastors of churches. They are 
the balance wheel of sound and necessary 
business, Therefore, I have no hesitancy in 
saying bankers are our best class of men, 
taking their average from year to year and 
from century to century.” 


— 
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Announcing 


MOODY’S 


Rating Books 
1924 Editions 


+, ELIVERIES are now be- 
ID ing made on the Indus- 
trial and the Government and 
Municipal Volumes. The Pub- 
lic Utility Volume will be 
ready July 20th; the Railroad 
Volume September 10th. 
Orders should be entered im- 
mediately to ensure prompt 
delivery. 


$80 the Set, or 
$20 a Volume 


MOODY’S 


Investors Service 
JOHN MOODY, President 
35 Nassau Street, New York 


CHICAGO BOSTON 
PHILADELPHIA LOS ANGELES 


Caldwell & Co. 


INVESTMENT BANKERS 
1201 Union Street 
Nashville Tennessee 
Chicago New York 


St. Louis Cincinnati 
Detroit Knoxville 


Chattanooga 
New Orleans 
Birmingham 


Southern Municipals 
Bought — Sold — Quoted 


Liberal concessions to banks 


Orders executed on 
New York and Chicago 
Stock Exchanges 


Private wires to. New York and Chicago 


A leading authority on all forms 
of investments throughout the South 
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Retirement of National Bank Notes 


STATEMENT of interest to all na- 

tional banks, particularly those which 
have circulation secured by United States 
4 per cent bonds of 1925, was recently is- 
sued by the Treasury Department: 

The statement follows:—‘“The Secretary 
of the Treasury announced today that the 
Treasury contemplated calling for redemp- 
tion and payment on the first optional pay- 
ment date, Feb. 1, 1925, the entire out- 
standing issue, consisting of $118,489,900 of 
the 4 per cent loan authorized by the Act 
of Jan. 14, 1875, and dated Feb. 1, 1895. 
The greater part of these bonds are now 
used to secure national bank circulation. It 
is not expected that the retirement of this 
amount of national bank circulation will 
have any effect on the total circulation out- 
standing, since February reserve notes will 
be available to take their place.” 

Of the $118,489,900 of the 4 per cent loan 
of 1925, approximately $87,000,000 is on 
deposit with the Treasury Department as 
security for circulating notes. The redemp- 
tion of this issue of bonds means the com- 
pulsory retirement of practically all of the 
circulation secured thereby. Only the two 
other bonds, the 2 per cent Panamas of 
1936-38 and the 2 per cent consols of 1930, 
bear the circulation privilege. The total of 
these two issues outstanding Oct. 31, 1923, 
was $674,625,000 and all but $10,000,000 of 
that amount was then on deposit in the 
Treasury Department as security for circu- 
lation and public monies. 

The Federal Reserve Act gave-to national 


banks the privilege of retiring their circu- 
lation, but in November, 1923, the outstand- 
ing total was $743,000,000. This exceeded 
by about $3,000,000 the greatest volume of 
national bank notes outstanding and secured 
by United States bonds at any time since 
1914, despite the withdrawal of $120,000,000 
of bonds bearing the circulation privilege. 

There is an unmistakable desire on the 
part of the majority of national banks to 
carry circulation, though this latest action 
by the Treasury Department seems to indi- 
cate a purpose ultimately to issue all bank 
notes through the Federal Reserve System. 
At the present time the national banks is- 
suing circulation represent about 90 per 
cent of the total number of such banks, 
though the notes outstanding equal only 
about 56 per cent of the aggregate capital. 
Last year the volume of circulation was in- 
creased by $10,000,000. 

At the time of the last redemption ot 
the eligible bonds, the Secretary of the 
Treasury sent to each holder of such securi- 
ties a blank which, when properly exe- 
cuted, authorized the Comptroller of the 
Currency to withdraw the bonds and de- 
liver them for redemption. It also instructed 
the Treasurer of the United States to retain 
such amount as was needed to redeem the 
circulation outstanding and remit the bal- 
ance to the bank. Whether or not the same 
procedure will be followed in 1925 is not 
known at this writing, though instructions 
doubtless will be issued by the Secretary 
of the Treasury in due time. 


Major Problems 


(Continued from page 20) 


wounded and kidnapped foreigners. For- 
eigners in the Treaty Ports are comparative- 
ly safe so far as life is concerned, but 
they have a mountain of trouble to carry.” 

The volume of trade in the territory af- 
fected, great as it is, may well be one of 
our lesser concerns, when we stop to con- 
sider the effect upon the world of the mis- 
direction of the energies of millions of Asi- 
atics. 


Tax Reduction at First Hand 


OX of the most popular pieces of cur- 
rent reading matter during the last year 
or two has been the resolution adopted in 
all sorts of conventions, big and little, call- 
ing for economy in government expendi- 
tures and the reduction of taxes. Everybody 
reads it, everybody likes this piece of liter- 
ature. But there are hundreds of thousands 
of people who, while heartily subscribing to 
the petition for lower government taxes, for- 
get the taxes which they impose upon them- 
selves. The daily wants of the average 
man of this generation are perhaps as 50 
to 1 compared with those of three genera- 
tions ago. The list of each year is longer 
than that of the one which preceded it, but 
his daily needs would make a shorter list. 


He could, if he would, reduce some of the 
taxes he imposes upon himself by his per- 
sonal demands, for many of our wants are 
after all mere distractions which add noth- 
ing to contentment and little to usefulness 
and understanding. 

The reduction of taxes might begin with 
the reduction of those personal taxes which 
each applies upon himself. 


Convention Calendar 


STATE 
DaTE ASSOCIATIONS PLACE 
July 16-17 West Virginia ...... Bluefield 
July 17-19 Montana ........... Bozeman 
Sept. 4 Delaware .......... Rehoboth 
Sept. 11-12 Indiana .......... Indianapolis 
Sept. 12-13 New Mexico Albuquerque 
Sept. — Kentucky .......... Louisville 
Sept. — Wyoming ........... Riverton 
Oct. 22-23 Nebraska ............ Omaha 
Oct. 24-25 Arizona ............ Prescott 
OTHER ASSOCIATIONS 

July 15-18 American Institute of Banking, 
Baltimore, Md. 

Sept. 22-24 Investment Bankers Association, 


Cleveland, Ohio 
Sept. 29-Oct. 2 American Bankers Associa- 
Chicago, III. 
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Two and One-Half Billions Invested in Canada 


By WILLIS G. NASH 
Vice-President, Irving Bank—Columbia Trust Co., New York 


HERE are no two nations on earth 

which, though without any common 
political bond, are joined by so many ties 
as Canada and the United States. Ties of 
blood, of language, of common interests, 
of ideals, of affection. An examination 
of the political and diplomatic map of the 
world today will readily show that our two 
countries are a quite exceptional pair of 
brothers in the family of nations. Compare 
the record of the last 100 years along our 
4000-mile boundary line with that of various 
contiguous South American countries, be- 
tween whom there exists also an identity 
of language, of civilization and of racial 
history. While wars and bickerings with- 
out number have marked their checkered 
relationships, an era of unbroken amity has 
been enjoyed by our two great countries. 

When I look at the long line from St. 
John to Vancouver, where for more than 
six score years there has never been a fort 
or a sentinel, I wish that this line might be 
almost as invisible in our daily business life 
as the lines of demarcation between New 
York, Pennsylvania, New Jersey and our 
other states. Just as our East and West 
and North and South all prosper because of 
untrammeled commerce, so do the fast grow- 
ing provinces of Canada. There are no two 
countries on earth between which there has 
been, is, or will be so little trade rivalry. 
Our two banking systems are supplementary 
to each other rather than competitive. Se- 
curities and credits go back and forth across 
the frontier. 


BOUT two and a half billions of Ameri- 

can dollars are now invested in Cana- 
dian enterprises. Of this amount about $1,- 
200,000,000 is in bonds and the balance in 
stock holdings, mortgages, farms, industrial 
enterprises and private loans. Americans in 
the last few years have opened upward of 
700 branch factories in the Dominion. When 
I look around at conditions in other lands 
I am glad indeed to see so much practical 
interest on the part of our business men 
in the development of this country. Our 
Canadian investments in future bid fair to 
be on an even larger scale and have already 
gone substantially beyond those of Great 
Britain. It is interesting to note that in 
regard to her foreign trade, Canada is a 
creditor to Great Britain, debtor to the 
United States and a creditor to the rest of 
the world. The amazing size of this trade 
deserves particular emphasis. Last year Can- 
ada’s exports equaled one-fourth the value 
of those of the United States, a truly mar- 
velous total, considering that Canada’s entire 
population is only equal to that of Penn- 
sylvania. To give the same picture differ- 
ently, Canadian exports last year amounted 
to $113 per capita against $37.01 in the 
United States. For her imports the cor- 
responding figures were $100 per capita as 
compared with $33.50 on the other side of 
the border. The bigger the figures become 
in future years, the better pleased will we 
Americans be. 


Canada is evolving rapidly. Last year she 


sold to the United States $416,000,000 worth 
of goods—more than we bought from either 
Great Britain or Cuba, which stood second 
and third in rank among the countries selling 
to us. Canada now stands first! And as 
her industrial development goes on apace she 
will more easily keep this pre-eminence. 
Electric power is now exported. Engineers 
assert that Canada possesses a greater fresh 
water area than all the rest of the world 
put together. You may not know that the 
first high tension transmission of electricity 
in the whole British empire was accomplished 
in 1895, between a station on the Batiscan 
River, Quebec, and the town of Three Riv- 
ers, not far from Montreal. This small but 
early beginning was prophetic of the swift 
development that followed. Today over 
3,000,000 operating horsepower is developed, 
and there are over 21,000 miles of trans- 
mission and distribution systems scattered 
from Nova Scotia all the way to the Yukon. 


UT even this magnificent growth is only 

a herald of bigger things to come. We 
Americans are not worried by the proba- 
bility that our coal exports northward will 
fall off sharply in future years, because, 
by way of compensation, there will be in- 
stead a larger demand for electrical equip- 
ment. There must be change wherever there 
is progress. Approximately 20 per cent of 
all American foreign investments are in 
Canada. 


It is particularly appropriate to exchange 
a few thoughts about the part played by 
bankers in augmenting the pleasant and 
profitable business relationships between 
these two countries. Between the Canadian 
and American banking systems there exist 
some very close similarities and some ex- 
traordinary unlikenesses. The interesting 
thing is that both systems work, and work 
well. We haven’t had an easy time of it, 
however, during the last few months, ‘and in 
neither country did the banks come through 
unscathed. What impresses every Ameri- 
can is the simplicity and uniformity of the 
Canadian banking system. Only a baker’s 
dozen of chartered institutions, but with 
nearly 5000 branches! In the many discus- 
sions of this subject which I have listened 
to from time to time, I have heard some 
very unfair and untrue criticisms directed 
against the Canadian systems. One of these 
is that it doesn’t build up the country. The 
facts here mentioned seem to me to be the 
best disproof of any such assertion. An- 
other objection made is that the system 
savors of monopoly. I don’t believe this‘ to 
be true. I think the business borrower gets 
just as fair treatment in Canada as else- 
where. 


The warnings printed each month in the 
Protective Section of the JourNAL will do 
more than to save money for your bank. 
They will save annoyance and loss of time. 
The more attention given to these warnings 
the shorter will be the career of each bank 
crook. 


an unusual book 


of value to every banker 


$2.50 


Illustrated 


“BUILDING THE BANK 
FOR BUSINESS’’ 


by T. H. MOYER, 
a leading authority on bank buildings 


Tells how a bank building, in itself, can 
create business. A sound, sensible treat- 
ment of the principles and factors that make 
a customer proud to call a bank “‘his bank.” 

Not an abstract treatise filled with tech- 
nical descriptions of building materials. But 
an interesting and helpful exposition, written 
for YOU, discussing and illustrating the ele- 
ments which have been employed in building 
successful bank buildings. 

It will open your eyes to the possibilities 
of the power of your building in terms of 
success. 

Invaluable to the man concerned with the 
problem of bank expansion. 

Send for it today. $2.50—postpaid. 


THE DANDO COMPANY 
533 NortH ELEVENTH STREET 
PHILADELPHIA 


NESlirttoe 


a> 
GRADE 
SURGLAR » 


OALARNL 


THIS IS THE HIGHEST GRADE Sys- 
[EM REQUIRED BY THE INSURANCE 
UNDERWRITERS AND THE HIGHEST 
GRADE SYSTEM PASSED AND LISTED 
BY THE UNDERWRITERS LABORA- 
TORIES, INC. 


THE HIGHEST 


WE HAVE MORE 
COMPLETE ELEC- 
TRICAL LOCAL 
BANK BURGLAR 
ALARM SYSTEMS 
THAN ALL OTHER 
COMPANIES COM- 
BINED. 


“THE OUTWARD SIGN 
OF INWARD SECURITY" 


SEND TO US FOR INFORMATION ABOUT 
VAULT CLASSIFICATIONS 


O. B. MCCLINTOCK CO. 


PAID UP CAPITAL MORE THAN $400,000.00 


MINNEAPOLIS, MINNESOTA 


30 CHURCH ST. 
NEW YORK 


647 SANTA FE AVE, 
LOS ANGELES 


COPYRIGHT 1924 0. B MCCLINTOCK Cn. 


— 
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Grankes 


Cmise de Luxe, 


Mediterranean 


(Limited to 400 Guests—Less than Half Capacity) 
By Magnificent New 


Cunard S. S. “SCYTHIA”’ 


(Built 
Sailing 


1921) Oil-Burner, 20,000 Tons, 
Jan. 29, 


1925—-66 Days 


This Cruise, celebrating our Golden Jubilee, we plan to 
feature above all other Cruises, even surpassing our pre- 
vious successful Cruises by the same steamer. 


Egypt 


Palestine 


Madeira, Spain, Gibraltar, Algiers, Tunis, 


Constantinople, Greece, Italy, Sicily, Riviera, 
Monte Carlo, France, England 


is a veritable floating palace, with spacious decks, 
2 elevators, 


The “Scythia” 


lounges, veranda cafés, 


gymnasium, commodious Th 


staterooms with running water and large wardrobes; bedrooms 
and suites with private baths. - 
service. 


The famous Cunard cuisine and 
(Only one sitting for meals.) 


Stop-over privilege in Europe without extra cost, 


returning via S. S. 
“‘Berengaria,”’ 


“Aquitania,” ‘‘Mauretania,” 
or any Cunard Line steamer. 


Rates, deck plans, itinerary and full information on request. 
Early reservation insures choice of location. 


ALSO EUROPEAN TOURS 


FRANK TOURIST CO. 


(Established 1875) 


542 FIFTH AVENUE, NEW YORK 


219 So. 15th St., 
Paris 


Philadelphia. 582 Market St., 
Cairo 


San Francisco 
London 


Condition of Business 
(Continued from page 32) 


stocks, representative averages of which rose 
more than 4 points to new highs for the year. 
These gains appeared to reflect the removal 
of apprehension as to possible political action 
which might affect the position of the roads 
rather than any improvement in their eco- 
nomic situation. For the first four months 
of this year the net operating income of 
Class I roads was practically the same as in 
the corresponding period of 1923, a decrease 
in gross revenues resulting from smaller 
traffic being offset by reductions in operat- 
ing expenses, mainly in maintenance of 
equipment. Reports for the month of May, 
however, issued by the end of June showed 


a decline in aggregate net income of over 
30 per cent as compared with May of last 
year. 

There was also a substantial recovery in 
the industrial list amounting to between one- 
third and one-half of the decline which had 
occurred earlier in the year. A feature of 
the market late in June was the rise in 
United States Steel common to par for the 
first time in three months. 


Factory Employment Smaller 


few declining tendency in factory em- 
ployment became more pronounced in 
May. A reduction of 4 per cent, reported 
for the country at large by the Federal De- 
partment of Labor, reflected declines in al- 
most all reporting industries, and when added 
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to the previous month’s decline marked the 
sharpest decrease in employment since the 
end of 1920. The released workers were 
absorbed to a considerable extent in out- 
door occupations such as farm work, build- 
ing and road construction, according to the 
employment offices, so that except in cer- 
tain textile and shoe centers in the East 
there appeared to be no large amount of un- 
employment generally. 

For the first time in nearly two years, 
earnings of factory workers declined, and 
the May figures were slightly lower than 
a year previous, due chiefly to reduced 
working time. Wage rates have not gen- 
erally been reduced, except in certain New 
England shoe and textile factories and in 
the coke producing regions of Pennsylvania 
and Ohio. 


Smaller Crops Forecast 


CCORDING to the June report of the 

Department of Agriculture, the average 
condition of crops was lower than at this 
season in any of the past twelve years, for 
which composite figures are available. The 
condition of the cotton crop was placed at 
65.6 per cent of normal, the lowest in over 
fifty years, excepting only 1920, and 5.4 
points lower than a year ago, largely be- 
cause of unfavorable conditions in Texas and 
Arkansas. Until the acreage under culti- 
vation is more definitely determ‘ned, how- 
ever, estimates of the probable size of the 
crop are subject to considerable revision. 
Good growing conditions during the balance 
of the season often make up for a poor 
start. The boll weevil is a big factor with 
which the crop has to contend, and the ex- 
tent of its depredations this year cannot yet 
be estimated. 

The combined spring and winter wheat 
crop at 76.0 per cent of normal was 3.9 
points lower than a year ago, and this de- 
cline in condition, together with a reduction 
in acreage planted of 8 per cent, forecasts 
a wheat crop 12 per cent smaller than 
last year. The following table in millions 
of bushels compares the June forecasts of 
yields this year with the final estimates for 
1923 and with a five year average. 


1918-1922 1923 1924 
Crop Average June Forecast 

Winter wheat.... 625 572 509 
Spring wheat.... 256 213 184 
All wheat........ 881 786 693 
1,303 1,300 1,232 
Barley .......... 186 198 160 
78 63 63 
Peaches ......... 44 46 53 


Following the publication of the June es- 
timates, wheat prices advanced 10 cents a 
bushel to $1.24, the highest level in a year, 
and corn rose to 99 cents at Chicago on June 
26, or about 20 cents higher than in the 
first week of June. Cotton, on the other 
hand, held steady despite the low estimate 
of condition, and at 30.50 cents a pound on 
June 26 was about a cent below the average 
price of May. 


Building Continues Large 


ONTRACTS for building construction 

awarded during May in thirty-six states 
totaled $419,000,000, or 13 per cent smaller 
than in April, and 3 per cent smaller than 
in May of last year, according to the F. 
W. Dodge Corporation. The decline from 
April resulted chiefly from a decrease of 
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35 per cent in the New York district, fol- 
lowing the very large reduction during April 
in building permits issued in New York 
City. For all other reporting sections awards 
in May were practically the same as in 
April. 

The decline in the New York district was 
due largely to a further decrease in resi- 
dential awards, which accounted for 49 per 
cent of the total compared with an average 
of 60 per cent in the preceding four months. 
As shown in the following table, however, 
the percentage of residential to total build- 


ing for the first five months continued higher ° 
than in other districts. L; HE reen I I er 


First — of WHITE SULPHUR SPRINGS, West Virginia 
1921 You need two weeks of ‘“‘two of dry cool nights for deep refresh- 
best thousand feet up ”—two weeks of ing sleep.And twoweeksof Virginia 
1924 clean, sweet, life-giving airontop social charm and Virginia hospi- 

— — Two weeks of moun- tality to treasure fifty weeks of the 

; ‘ ain golf and tennis—and pine-car- year. Book'et ard information on 

y York St d All other Report- 
fonkhers New J ersey ing Districts peted mountain trails. Twoweeks _ request. 


22 24 Thornton Lewis, Pres. Fred Sterry, Managing Director Harry Tait, Manager 


Per Cent. Residential to Total Building 


28 
35 W.S.S. Water America’s 
A Natural Laxative Intensified Morning Drink 


Despite the sharp decline in May, the 
monthly average of total awards in the New 
York district during the first five months 
of this year was 67 per cent larger than in 
the corresponding period of last year. For 
all other reporting sections, however, con- 
tracts averaged 5 per cent smaller than last 
year. 


Europe on the Mend 


AS pointed out in this Journal recently, 
there is no more reliable indication of 
the progress which the nations of Europe 
are making to restore themselves than the 
rate at which they are returning to gold 
as a basis of currency. Initial steps in this 
direction have been taken by Poland, Hun- 
gary, Lithuania, Latvia, Esthonia, Czecho- Industrial Finance Corporation 
slovakia and Danzig. (Established 1914) 

Additional evidence of greater stability 
among the currencies of central Europe is Collateral Trust Gold Notes 
furnished by reports to the Federal Reserve 
Bank of New York, summarized below, from 
the banks in New York City which are the Studebaker Dealer Notes and Acceptances 
principal shippers of United States currency 
to foreign countries. 


Secured exclusively by 


Unusually safe margins established in our 

sande pur- 
Gs, ae chase and trusteeing of two name collateral securing 
Month Shipments Receipts these notes—plus unconditional endorsements of 
1924 second names—account for the steady demand by 


January 5,694 1,374 Banks and Trust Companies of the United States 
February po 1, eighteen of the largest of which each carry from 
April 940 2'601 $1,000,000 to $2,000,000 as conservative liquid invest- 
May 292 4,906 ments. 

Month P. bl i i 

font! ‘ek Sabana Net Receipts ayable at National City Bank, New York 

January 4,320 ees 3 to 9 months maturities Attractive yield 
March” 5,526 aves Denominations $1,000 to $50,000 10-day option 
April 1,661 

Wes vets 4°614 Capital, Surplus and Und. Profits $5,500,000 


Pershing Square: Building—New York 


For several months prior to March, ship- 
ments of our currency for use as a circulat- 


ing medium abroad were on the increase, Directors 

principally to countries in central and east- Frank S. Bright T. 8. Garnett Arthur J. Morris 
ments fell off sharply, while in April and Louis B. Cheney Henry i. Kohn Wm. 'S. Royster 
May there was an increasing return flow of wo Hamlin Childe John mm Carll” comer na 


currency, which had been in circulation W. R. Craig Wm. Fellowes Morgan C. L. Williams 
abroad but which was now no longer needed. 


Many banks have copies of the JourNAL 
go to homes of their executives. 
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Equipped with Automatic 
Self-Inking Device 


Write for further details regarding this New Bank 
Transit number model for use in banks only to 


For Every Figure 
Job in Every Bank 


awthere is a Burroughs 
machine which 
will do the work 
more efficiently 
with speed, accuracy 
and economy of 
time and effort. 


Burroughs 


ADDING - BOOKKEEPING - BILLING - CALCULATING MACHINES 


DETROIT, MICHIGAN 


Vice Presidents 
and Cashiers 


A large national investment 
banking organization has at 
this time openings for men of 
real ability in their sales or- 
ganization, preferably in Illi- 
nois, Indiana, Wisconsin and 
Michigan. Bank cashiers and 
assistant cashiers by their 
training and experience are par- 
ticularly well adapted to this 
field, as proven by several out- 
standing successes in our Own 
organization. 


If you are over 25 years of age, 
energetic, intelligent and eager 
to work in a dignified, high 
grade business, write us giving 
history of business experience 
and education. Letter will be 
kept in_ strict confidence. 
Address: Box 415, this Office. 


American Bankers Association Journal 


Warnings 
Read the Protective Section 
of the Journal for Warnings 
Which May Prevent Losses to 
Banks. 


NEW YOR 


206... 


IRVING BANK- COLUMBIA TRUST Company < & 


Wee OFFICE 


233 BROADWAY, NEW YORK 


00 


Your “Transit Number” written on each of your checks, to protect you. 


THE SAFE-GUARD CHECK WRITER (0., INC.  - 


5 BEEKMAN ST. 
NEW YORK CITY 


An English Investor’s Reply to a Promoter 


HERE was a time in merry England, 

and in other countries, too, when com- 

mercial endeavor was not taboo merely 
because it was at variance with the laws of 
another nation. But that time has passed, 
seemingly, not to return, for though smug- 
gling liquor into America is by all accounts 
a thriving business, a proposition to openly 
and brazenly finance a rum-running expedi- 
tion to the United States has aroused re- 
sentment. 


“I have received,” says a writer in The 
Nation and The Atheneum of London, “a 
circular letter from Lieut.-Col. Sir Brodrick 
Hartwell, Bart., kindly inviting me to share 
in ‘a good thing’ that he has in hand. I 
have not the honor of the acquaintance of 
Lieut.-Col. Sir Brodrick Hartwell, Bart., 
and I assume therefore that many others 
outside his personal circle have received a 
similar invitation to share in his benefac- 
tions. He is—not to put too fine a point on 
it—engaged in the smuggling business. He 
is a rum-runner who desires to take me into 
partnership in the laudable task of providing 
Americans with wines and spirits contrary 
to the law of the land. I call it laudable 
because, according to Lieut.-Col. Sir Brod- 
rick Hartwell, Bart., the unhappy American 
people are in servitude to a wicked law 
which has ‘never been put to the vote. How 
it has come about, by what mysterious 
agency a free people has become enslaved to 
a law it does not want, is not explained. 
Enough for us to know that it is the deliv- 
erance of a people from an iniquitous thral- 
dom to which we are invited. It will, by a 
happy coincidence, be a profitable work as 
well as a battle for freedom. I send, say, 
my £100 to Lieut.-Col. Sir Brodrick Hart- 
well, Bart., and he delivers the rum at the 
safe distance of twenty miles from the coast, 
and guarantees, ‘barring marine accidents’ 
(for which the underwriters are respons- 
ible), to return my money plus 25 per cent 
within sixty days from the date of shipment. 
The worthy baronet gives me the assurance 
that I shall be in the most reputable com- 
pany in this humane work, which, inciden- 
tally, is estimated to transfer £3,000,000 a 
month from the thirsty Americans to the 
deserving distillers of Scotland. 


“T have not so far availed myself of this 


invitation to share in the work of emanci- 
pation. I do not like the prohibition policy; 
but it is the law of the United States, and 
so long as that is the case it is the duty of 
a foreign power to respect it. I do not be- 
lieve it has been passed in defiance of the 
will of the American people. On the con- 
trary, it has come about by the deliberate 
action of the American people, and it can 
be reversed by them as soon as they see fit 
to reverse it. Nor do I accept the facts and 
figures which Lieut.-Col. Sir Brodrick Hart- 
well, Bart., offers me in proof of the sug- 
gestion that the American continent is 
watching the heroic activities of the smug- 
glers with emotions of gratitude. That there 
is a great deal of evasion of the prohibition 
law is undeniable; but I doubt whether rel- 
atively it is considerable, and all the disin- 
terested evidence obtainable goes to show 
that the law is working. In any case, its 
maintenance or abandonment is the affair of 
the American people, and it is a slur on 
the honor of this country that this vast illicit 
traffic should be organized here to defeat 
the internal policy of another nation for the 
shabby motive of enabling Lieut.-Col. Sir 
Brodrick Hartwell, Bart., and his kidney to 
make enormous profits.” 


The effrontery of the proposition was dis- 
cussed in Parliament, and from that discus- 
sion it appears that public sentiment in 
Great Britain will approve of any govern- 
mental effort to prevent smuggling of liquor 
to America. 


Proceedings of Savings 
Conferences 


The addresses delivered at the Regional 
Savings Conferences held under the auspices 
of the Savings Bank Division of the Ameri- 
can Bankers Association, in Los Angeles, 
Feb. 27 and 28; New Orleans, March 14; 
Chicago, March 19 and 20, and New York, 
April 24 and 25, have been printed for dis- 
tribution. Copies will be sent to all dele- 
gates registered at the conferences. Addi- 
tional copies are available and will be sent 
to those who request them. 


a j SAFE-GUARD CHECK WRITER — 120% PROTECTION 
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